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PEEFAUE 



The following pages were written for the pur] 
placing before the people a few facts concern! 
construction, cost and operation of railroads 
United States, and of suggesting a way of settl 
railroad questions that have so long provoked 
discussion and occupied so much of the time 
State and Federal courts, at an expense to tl 
ducers of many millions of dollars a year. 

This book is entirely nonpartisan in every s 
the word. No man's political opinions are ai 
The persons attacked are "artificial persons," 
ing to the corporation family. No political p 
condemned, nor is the cause of any party adv 
While the writer believes that the necessary i 
legislation will come through either the Democ; 
Bepublican party, he neither expresses nor advii 
political preference. Relief is what the peopl 
have, and they should support that party which 
willing and able to grant it. 

The statistics herein furnished are such as will 
an impartial person to form a correct estimate 
cost of constrwclmg ^^ \^^xci^^'?^^ «2^^ ^iS!»^ 
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arriving at a jnst conclusion as to their present valne. 
The writer believes that these statistics will convince 
an unprejudiced reader that the railroads, instead of 
being, as is claimed by the corporations, of the aggre- 
gate value of nearly $12,000,000,000, did not in fact 
cost one-half of that amount, and could at this time be 
duplicated or reproduced for less than $5,000,000,000, 
and that at the present time the face value of the over- 
issue of railroad stocks and bonds is more than $6,000,- 
000,000 in excess of the total value of all the railroads 
in the United States. 

Figures furnished by the Interstate Commerce Com- 
mission are produced, showing that the producers pay 
more than four times as much to support "general" 
railroad officers as is paid to all the general officers of 
the United States, States and Territories for their ser- 
vices to the people. Facts and figures concerning rail- 
road taxation are produced, showing that the burden of 
paying such taxes is unequal and falls most heavily on 
the producers of the country. 

United States ownership, State control and State 
ownership of the railroads are presented for the con- 
sideration of the reader. 

The means of correcting the present evils of railroad 
management are discussed. j^^^^ ^Ks.T^^'svi. 

Decembkb 7, 1898. 
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REMEMBER — 

That every figure in this book has been 
verified. Should anyone dispute the au- 
thenticity of the statistics given herein, 
investigation at the source to which they 
are accredited will in all instances show 
them to be genuine in every particular. 

The writer has taken the liberty of 
italicising and emphasizing certain lines 
and words In some of the quotations from 
thei opinions of the courts and elsewhere. 



Chapter 1. 

Cost of transportation greater than the cost of government. — Gross 
and net earnings of railroads in the United States from 1830 to 
1896. — Failure of Railroad Commissions to afford fair rates. — 
Statistics furnished by Railroad Commissions not the kind the 
people are entitled to. — Miles of railroad constructed in the 
United States from 1830 to 1896. — Miles of road in each State and 
Territory on June 30, 1896. — Number of miles of road per 100 
square miles and per 10,000 inhabitants. — Groups or territorial 
divisions. — Total number of miles of all tracks on June 30, 1896. — 
General balance sheet of roads for year ending June 30, 1896. — 
Alleged cost of construction of roads. 

In speaking of the amount collected from the people 
of the United States by the railroads for the year end- 
ing June 30, 1890, the following statement is made on 
page 10 of Part I, "Transportation by Land," Eleventh 
Census of the United States, 1890: 

"A few facts in the summary of Table 5 are worth 
special notice. The aggregate earnings from operation 
are $1,074,104,550.13, which shows that the railroads 
received for the services which they rendered to the 
public a sum in excess of the amount collected in the 
form of taxes by the Federal Government, the State 
governments, the municipalities, and the minor civil 
divisions. Thus the service of transportation costs the 
public more than the service of government. It is some- 
thing of a measure of the extent to which concentration 
of railroad control has proceeded in this country, to 
observe that |77,792,343.38 is aivTwx^W^ x^^w^^^^s^^^^Ssr 



2 BAILBOADS. 

road corporations as rental npon lines leased, and $52,- 
439,057.72 is passed to the credit of railroad companies 
on account of the interest and dividends upon bonds and 
stocks (the great majority being bonds and stocks issued 
by railroads), which are the property of railroad cor- 
porations." 

According to the reports furnished by the Interstate 
Commerce Commission, Poor's Railroad Manual, and 
the Statistical Abstract of the United States, the earnings 
arising from the passenger and freight traffic do not 
represent the entire earnings from the operation of the 
roads. The miscellaneous earnings for the year 1896, 
not included in the earnings by the carriage of passengers 
and freight, amounted to the sum of $89,894,754, while 
those of 1895 from the same source amounted to the 
sum of $87,681,245. (See introduction to Poor's Rail- 
road Manual for 1897, page iv.) From 1830 to 1896, 
the gross earnings of railroads in the United States from 
the carriage of passengers and freight amounted to more 
than $27,000,000,000, while for the same period of time 
their net earnings from the same source were over 
$9,000,000,000. 

Many railroad manipulators and officials have grown 
enormously rich through rascality in the construction 
of roads and the fraudulent over-issue of bonds and 
stocks thereon. Roads that have been constructed and 
equipped for $18,000 or $20,000 per mile have been 
bonded and stocked for more than four times as much 
gd it co$t to construct and equip them ; and then, for 
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the purpose of paying interest and dividends on these 
fraudulent over-issues, and giving them a market 
value, the people have been forced to pay exorbitant 
rates on the roads. Many talented but dishonest ras- 
cals have been employed by the roads, and made figure- 
head officials, paid enormous salaries and sent to the 
Federal and State capitals for the purpose of corrupt- 
ing the legislative, executive, and judicial servants of 
the people. The people have many times attempted to 
have laws enacted for the purpose of controlling corporate 
greed and dishonesty, but the courts, while reiterating 
their tiresome platitudes about the right of the States to 
control the roads within their jurisdiction and protect 
the people against unjust rates and discriminations, etc., 
etc., usually find that the State law in question is inop- 
erative, null, and of no binding force, for the reason 
that it violates the fourteenth amendment of the Consti- 
tution of the United States by depriving the corporation 
of its property "without due process of law," or that it 
deprives the corporation of the "equal protection of 
the laws." 

The Federal and State governments have elected or 
appointed railroad commissions and enacted laws for 
their guidance in the discharge of their duties, but the 
labors of these commissions, instead of settling the vexed 
questions concerning fares and freights, have brought 
about a vast amount of expensive litigation in the Fed- 
eral and State courts, the expenses of which have all 
been paid by the producers, YoI\xtosxw>s^ x^-^^^^xs^N^jn^'^ 
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been published by tlie Federal and State commissioDS, 
bat with the exception of those of one State, they con- 
tain bat little information that will assist the farmer in 
arriving at a knowledge of the true value of the roads 
and equipments, and the reasonableness of the rates 
charged. The skilled hand of the figurehead railroad 
president or ofl5cial can be readily detected in the **rot" 
contained in many of these so-called " Reports," which 
contain dreary pages of the number and kinds of loco- 
motives and cars fitted with train-brakes and automatic 
couplers, but not a word as to the prices of these brakes 
and couplers, nor the prices of the locomotives and cars 
to which they are fitted. We are told that a road is 
stocked for $174,300,000 and bonded for $79,922,028, 
but not a word as to what per cent, of their face value 
the corporation received for these millions when they 
were placed upon the market, if they have been so 
placed. What does the farmer care, after he has been 
parted from his money, whether he lost it by mileage, 
tonnage, or stealage? — as they all amount to about the 
same thing. Yet he is told all about the number of 
passengers and tons of freight that are "carried 1 
mile," and "1 mile per mile of line." These statisti- 
cians should take a new departure, and give the public 
the kind of information it is entitled to, such as the date 
of the construction of the road, the current market price 
of every item of expense entering into the construction 
and equipment of each road at the time it was con- 
structed, together with its present value per mile. The 
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only information the public gets from these reports (with 
one exception) as to the pretended value or cost of the 
roads, is a statement of the amount of bonds and 
" watered " stock they are trying to earn interest and 
dividends on. 

The statistics set forth in the following pages are the 
best that the writer has been able to secure for the pur- 
pose of giving the public some definite information on 
the subject of the cost of construction and operation of 
railroads in the United States. The reader will readily 
understand that while the prices may be given of all 
kinds of materials, supplies, rolling stock and labor dur- 
ing the time in which nearly all the railroad mileage was 
constructed, yet without a statement of the average num- 
ber of cubic yards of earth and rock excavation and 
embankment per mile, and the number and length of 
bridges per mile, it is difficult to arrive at the cost of 
construction of particular lines of road. The following 
statistics, however, will convince any impartial reader 
that the railroads, with all the "waste, extravagance and 
rascality" that entered into their construction, did not 
cost one-half the amount for which they have been 
stocked and bonded. These statistics have in many in- 
stances been furnished by the corporations in their re- 
ports to the Interstate Commerce Commission, and are 
therefore as favorable as possible to the corporations. 

In Table No. 1 will be found a summary of the rail- 
road mileage in the United States from the year 1830 
to 1896, by which it will be seen t\i?A. A^mx^^Sl^^S^KctX:^- 
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one years following the year 1830 and ending with the 
year 1861, 31,263 miles of road were constructed, be- 
ing an average of 1,008+ miles per year. That dur- 
ing the five years following the year 1861 and ending 
with the year 1866, there was an increase of 5,516 miles, 
making a total of 36,801 miles, being an average in- 
crease of 1,103 miles per year for the five years. The 
reader's attention is called to the fact that Table No. 1 
shows that at the end of the year 1879 the total mileage 
was 86,584 miles, and that during the seventeen years 
following the year 1879 and ending with the year 1896, 
96,016 miles of road were constructed, being 9,432 miles 
more than was constructed during the fifty years follow- 
ing the year 1829 and ending with the year 1879. 

The relevancy of the foregoing facts will appear, when 
we come to consider the cost of the roads per mile. 

In Table No. 2 will be found the number of miles 
of railroad in each of the States and Territories on the 
30th day of June, 1896, also the number of miles of 
line per 100 square miles of territory, together with the 
number of miles of line per 10,000 inhabitants, and the 
increase of mileage in each State for the year ending 
June 30, 1896. By the term ''official" is meant the 
mileage reported to the Interstate Commerce Commis- 
sion by the authorized agents of the roads. By unoffi- 
cial mileage is meant mileage of lines which for some 
reason have during the year failed to make a satisfac- 
tory report to the Commission. By this table it will 
be seen that in the following eleven States and Terri- 
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tories, to wit, California, Colorado, Idaho, Montana, 
Nevada, Oregon, Utah, Washington, Wyoming, Ari- 
zona, and New Mexico, which cover all the rough and 
mountainous regions of the West, there were on Jane 
30, 1896, but 24,197.19 miles of railroad. In these 
States and Territories there are many long stretches of 
almost level land over which the roads are constructed. 

Table No. 2 shows that in the States situated east of 
the Rocky Mountains, on the great Western and South- 
ern prairies and plains, there are more than 90,000 miles 
of railroad ; and a careful examination of the table will 
show that about 130,000 miles of all the railroads in 
the United States are constructed in a comparatively 
level country, where the cost of grading the road-bed 
does not average to exceed $2,800 per mile. There 
could be selected many thousands of miles of railroad 
on the Western plains and prairies on which the aver- 
age cost of grading the road-bed would not exceed 
$1,200 per mile. 

The above facts should be borne in mind when the 
cost of construction is considered. 

For the purpose of convenient reference and classi- 
fication, the Interstate Commerce Commission has ar- 
ranged the railroads in the United States into territorial 
divisions called "Groups," which are numbered from 
one to ten ; Group I being in the extreme eastern por- 
tion, and Group X lying in the extreme western portion 
of the United States. 



MILS AGS. 11 

The groups or territorial divisions referred to are as 
follows : 

Group I. — This group embraces the States of Maine, New Hamp- 
shire, Yermont, Massachusetts, Rhode Island, and Connecticut. 

Group 11, — This group embraces the States of New York, Penn- 
sylvania, New Jersey, Delaware, and Maryland, exclusive of that 
portion of New York and Pennsylvania lying west of a line drawn 
from Buffalo to Pittsburg via Salamanca, and inclusive of that por- 
tion of West Virginia lying north of a line drawn from Parkersburg 
east to the boundary of Maryland. 

Group III. — This group embraces the States of Ohio, Indiana, the 
southern peninsula of Michigan, and that portion of the States of 
New York and Pennsylvania lying west of a line drawn from Buffalo 
to Pittsburg via Salamanca. 

Group IV. — This group embraces the States of Virginia, North 
Carolina, South Carolina,. and that portion of the State of West Vir- 
ginia lying south of a line drawn east from Parkersburg to the bound- 
ary of Maryland. 

Group V. — This group embraces the States of Kentucky, Tennes- 
see, Mississippi, Alabama, Georgia, Florida, and that portion of 
Louisiana east of the Mississippi Kiver. 

Group VL — This group embraces the States of Illinois, Wlscon-* 
sin, Iowa, Minnesota, the northern peninsula of the State of Michi- 
gan, and that portion of the States of North Dakota, South Dakota, 
and Missouri lying east of the Missouri River. 

Group VIL — This group embraces the States of Montana, Wyo- 
ming, Nebraska, that portion of North Dakota and South Dakota 
lying west of the Missouri River, and that portion of the State of Col- 
orado lying north of a line drawn east and west through Denver. 

Group VIIL — This group embraces the States of Kansas, Arkan- 
sas, that portion of the State of Missouri lying south of the Missouri 
River, that portion of the State of Colorado lying south of a line 
drawn east and west through Denver, that portion of the State of 
Texas lying west of Oklahoma, and the Territories of Oklahoma, In- 
dian Territory, and that portion of New Mexico lying northeast of 
Santa F^. 
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Group IX. — This groap embraces the State of Lonlsiana, exclu- 
sive of the portion lying east of the Mississippi River, the State of 
Texas, exclusive of that portion lying west of Oklahoma, and the 
portion of New Mexico lying southeast of Santa F6. 

Group X — This group embraces the States of California, Nevada, 
Oregon, Idaho, Utah, Washington, the Territory of Arizona, and that 
portion of the Territory of New Mexico lying southwest of Santa F^. 

Table No. 3 gives the entire mileage of all tracks, in- 
cluding sidings and yard track as well as second, third, 
and fourth tracks, bj groups. It will be seen that the 
total mileage of all tracks is 240,129.12 miles, and that 
of this amount 53,299.16 miles are in Group VI, which 
in single track has nearly twice as much mileage as any 
other group. 

Table No. 4, the general balance sheet for the year 
ending June 30, 1896, is based upon a mileage of 173,- 
860.12, or 8,916.61 miles less than the total mileage of 
single track as shown by Table No. 3. It will be seen 
by this report that the total liabilities of the 173,860.12 
miles of road represented is $11,616,740,145, an increase 
of $161,291,560 over the total liabilities on June 30, 
1895, which is $71,392 per mile on the 2,119.16 miles 
of road constructed during the year as shown by Table 
No. 2. It will be seen in Table No. 4 that the corpora- 
tions represented by the mileage therein own $600,786,- 
616 worth of stocks (principally railroad stocks) and 
$368,820,203, worth of bonds. 

In Table No. 6 will be found a summary of the length 
of railway lines, the capital stock, the funded and float- 
ing debts^ and the pretended cost of construction per 
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mile, from the year 1873 to the year 1896. The reader 
will notice that there is a difference as to the namber of 
miles of road given for the year in this table and the 
number of miles given for the same year in Table No. 1. 
Table No. 1 contains the number of miles in operation 
at the end of the year named, while Table No. 6 gives 
the number of miles of which the statistician was able 
to secure detailed statements of the matters contained in 
the table; and the same remark applies to any other 
table in which the mileage given for any year differs 
from the mileage given for the same year in Table No. 1. 



TABLE No. 4.— Genibal Balanos Shbbt tor ths Ybab BNDma 

JuNB 30, 1896. 

Shotving increase and decrease as compared with June 30, 1895, 173,860.12 miles 

of line represented. 

[From the Beport of the Interstate Commerce Commission.] 



Item. 


Amount 


Increase. 


Decrease. 


ASBBT8. 

Cost of roftd 


18,929,897,770 
670,429,963 
600,786,616 
368,820,208 
344,559,935 
68,744,042 
1 130,468,729 
602,032,887 


154,967,102 
12,775,242 
23,971,455 
14,145,566 
19,462,743 
8,072,664 
5,773,630 
12,123,168 




Cost of eauioment 




Stocks owned 




Bonds owned 




Cash and current assets 




MafAriftla RTid Rnnnli^H 




Sinking fnnd and sundries, r 




Miscellaneous 




Total 


11,615,740,145 


151,291,560 




LIABILITIES. 

Canital stock 


5,004,565,549 

5,382,680,329 

613,097,103 

29,254,844 
880,929,540 
115,212,780 


40,828,210 
66,746,675 
40,739,606 

2,960,832 
5,615,425 




Funded debt 




Current liabilities 




Accrued interest on funded debt not 
vet oayable 




Miscellaneous 




Profit and loss 


S4,588,488 


ToUl 


11.615,740,145 


16],291.560 





> Sinking fnnd, 180,113,796; snndziea, 160,854,984. 
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II 



Chapter 2. 

Prices of pig iron, bar iron, iron and steel rails, from 1852 to 1896. — 
Number of tons of rails used per mile of road according to weight 
per yard. — Average weight of rail used from 1858 to 1898. — Length 
of time steel rail will last. — Prices of locomotives and cars from 
1865 to 1897.— Price of labor from 1840 to 1891.— Bonds and 
stocks issued per mile of road from 1850 to 1896. — Increase of 
stocks and bonds and decrease of cost of construction per mile. 

Table No. 6 gives the prices of pig iron, best refined 
bar iron, iron and steel rails, from the year 1852 to the 
year 1897. The reader v/ill notice that the prices given 
in this table, while somewhat flactaating during the nine 
years, were about the same in 1861 that they were in 
1852, and cannot be classed with the high prices that 
prevailed during the Civil War and for a few years 
following the close of that memorable period. He will 
also observe that the great rise in prices of the diflferent 
kinds of iron, caused by the Civil War, began in 1862, 
and that in 1864 prices reached their highest point, 
when pig iron sold for $59.25, bar iron for $146.46, 
and iron rails for $126 per ton. That from 1864 there 
was a gradual decline in the prices, though with oc- 
casional short rallies, until 1896, when pig iron was 
quoted at $12.95 and bar iron at $31.86 per ton. 
That the last quotation on iron rails was in 1882, at 
which time they are quoted at $45.50 per ton. It ap- 
pears by Table No. 6 that steel rails were first manu- 
factured in commercial quantities in 1867, and are thei) 
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qaoted at $166 per ton, and that in 1896 their price 
had declined to $28 per ton. 

Pig iron, bar iron, and steel enter largely into the 
construction and equipment of railroads. The millions 
of car wheels and other castings that are used in and 
about the construction of rolling stock, bridges and 
buildings, and the manufacture of bar iron and steel, 
annually require millions of tons of pig iron in their 
manufacture. A vast amount of bar iron is used each 
year in the construction of engines, cars, bridges and 
buildings. Millions of tons of steel are used every year 
in the construction of engines, cars, bridges, buildings, 
tools, and tracks. In the construction and equipment 
of a railroad through a level country, where there is 
but little earth or rock required to be moved in grading 
the road-bed, the principal items of cost are labor, iron 
and steel used in the track, bridges, buildings, and rolling 
stock. Tons, when applied to pig iron, bar iron, and 
iron or steel rails, or structural iron or steel, are under- 
stood to be long tons of 2240 pounds each. Since the 
first construction of railroads in the United States there 
has been a gradual and constant increase in the weight 
of the rolling stock and rails used. The weight of rails 
is designated by the number of pounds per lineal yard 
of rail. In 1858 the average weight of rail used was 
abont 45 ponnds per yard, or TOf tons per mile. From 
1858 to 1868 the average weight of rail used was about 
50 ponnds per yard, or 78f tons per mile. From 1868 
to 1878 the average weight of rail u^^^NS^^a* v^^wi^V^ 
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pounds per yard, or 88 tons per mile. From 1878 to 
1888 the average weight of rail used was about 60 
pounds per yard, or 94f tons per mile ; and from 1888 
to 1898 the average weight of rail used was about 65 
pounds, or 102f tons per mile. The above figures are 
averages of all the roads. Some of the narrow-gauge 
roads have 25-pound rails, while some of the Eastern 
trunk lines have 100-pound rails. There is at present 
a general tendency towards a further increase in the 
weight of rails and rolling stock, but it is thought by 
some of the best civil engineers in the country, that a 
properly shaped and constructed 80-ponnd steel rail is 
heavy enough for any rolling stock that can be used to 
advantage on the trunk lines. The average life of a 
steel rail, or the length of time it will last, is said to be 
about twenty years; on short curves they do not last 
that long, while on straight lines they will last thirty 
years. 

Table No. 7, furnished by Burnham, Williams & Co. 
of the Baldwin Locomotive Works, gives the prices of 
locomotives during the years 1865 to 1870 ; also for the 
years 1879 and 1880, and the prices in 1897. It will 
be seen by this table that locomotives of same types and 
of same size cylinders but with increased weight were 
46+ per cent, cheaper in 1870 than in 1865, and that lo- 
comotives of same types and same size cylinders but with 
from 10 per cent, to 25 per cent, increase in weight were 
68+ per cent, cheaper in 1897 than in 1865, 
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TAWJK Ho. 6.— Pbiobs of Pi» Ibon, Rollbd Bab Ibok, Iboh aM9 Stbbl 
Rails, Stbbl Billbts, Pbb Tok, fbom 1852 to 1897. 





1 


[Vrom the Statistical Abstract of the United States.] 




o 

EL 
2 


PlO IBON. 


Bab Ibon 
Rolled. 




Rails. (2 


No. 1 
foan- 
dry.a 


• 

Gray 
forge, a 


Gray 

forge 

lake 

ore. b 


Besse- 
mer, b 


Steel 
bil- 
lets, b 






1 


Best re- 
fined, c 


Best re- 
fined. 6 


Iron 
stand- 
ard sec- 


steel 

stand- 
ard sec- 














tions. 


tions. 


1852.. 


822 68 








$58 79 






$48 38 


31 


1853.. 


36 12 
36 88 
27 76 

27 12 
26 38 
22 25 

28 38 

22 75 
20 25 

23 88 
35 25 








83 50 
91 33 
74 58 
73 75 
71 04 
62 29 
60 00 
58 75 
60 83 
70 42 
91 04 






77 25 
80 13 
62 88 
64 38 
64 25 
50 00 
49 38 
48 00 
42 38 
41 75 
76 88 


1864.. 












g'S 


1855.. 












aP 


1856 . 












a a> 


1857.. 












8-^ 


1868.. 












I860.. 












"* *^* s 


I860.. 












® «J»H 


18dl.. 












"SiSfl 


IMS.. 












s« 


1868.. 












-sgS 


1864.. 


50 25 
46 12 
46 88 
44 12 
89 26 
40 68 
38 25 
36 12 
48 88 
4^75 








146 46 

106 38 

98 13 

87 08 

85 63 
81 66 
78 96 
78 54 
97 63 

86 43 






126 00 
98 63 
86 75 
83 13 
78 88 

77 25 

78 25 
70 38 
85 13 
76 67 


tin 


1865.. 












STO 


1806.. 












v^' 


1867.. 












$166 00 


1868.. 












158 50 


1869.. 












132 26 


1870.. 












106 75 


1871.. 










« •••••• 


102 50 


1872.. 








112 00 


1878.. 




935 80 








120 50 


1874.. 


80 26 
25 50 
22 26 




27 16 
23 67 

21 74 




67 95 
60 85 
52 08 






58 75 
47 75 
41 25 


94 26 


1876.. 






68 76 


1876.. 






5926 


1877.. 


18 88 
17 63 
21 60 
28 50 

25 12 

26 7^ 


msi'io 


20 60 
18 09 
22 15 
27 98 

22 94 

23 84 




45 55 
44 2i 
51 85 

60 38 
58 05 

61 41 






35 25 
33 75 
41 25 
49 25 
47 13 
45 50 


45 50 


1878.. 






42 25 


1879.. 






48 25 


1880.. 






67 50 


1881.. 






61 13 


1882.. 


$54 51 




48 50 


1883.. 


22 88 


19 33 


19 04 




50 30 


44 24 




g 


37 75 


1884.. 


19 88 


17 71 


17 17 


• ■•• •••• 


44 05 


38 45 




g 


30 76 


1886.. 


18 00 


15 58 


15 27 




40 32 


36 59 




9 


28 50 


1886.. 


18 71 


16 40 


16 58 


$18 96 


43 12 


38 08 


$31 75 


g 


34 60 


1867.. 


20 92 


17 79 


19 02 


21 37 


49 37 


43 59 


32 55 


g 


37 08 


looS. . 


18 88 


16 21 


15 99 


17 38 


44 99 


39 67 


28 78 


g 


29 88 


IcxW..* 


17 75 


15 48 


15 37 


18 00 


43 40 


38 30 


29 45 


g 


29 26 


1890.. 


18 40 


15 82 


15 78 


18 85 


45 92 


41 25 


30 32 


g 


31 75 


1801.. 


17 62 


14 52 


14 06 


15 95 


42 56 


38 38 


25 32 


g 


29 92 


1892.. 


16 76 


18 54 


12 81 


14 37 


41 81 


36 79 


23 63 


g 


30 00 


1883.. 


14 52 


12 73 


11 77 


12 87 


38 08 


33 53 


20 44 


g 


28 12 


1894.. 


12 66 


10 78 


975 


11 38 


29 96 


26 86 


16 58 


g 


24 00 


lollD... 


18 10 


11 49 


10 94 


12 72 


32 29 


28 09 


18 48 


g 


24 33 


1896.. 


12 96 


11 09 


10 39 


12 14 


31 36 


27 22 


18 83 


g 


28 00 


1897.. 


12 10 


10 48 


908 


10 13 


29 40 


24 73 


15 08 


g 


19 68 



a At PhlUdelphla. b At Pittsbarg. c From store at Philadelphia, d At mills 
in Pouisylvania. e Wholesale base prices at store, Philadelphia., f ^^tsiK^ ^^^»«. 
from factory, f. o. b. Chicago, in carload lotB. g ^uv«t«^«i^'^^'^l NJaskXs^«Ks&»»awa»k 
of ate«l rails* 
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TABLE No. T.—Pbices ov Locomotivb Enoinkb durtno thb Tbars 1865, 

1866, 1867, 1868, 1869, 1870, 1879, 1880, and 1897. 

[ Famished by the Baldwin Locomotive Works.] 



Year. 



I8a5... 

• • • 

• • • 
t i 

1806!!! 

i^ct!!! 
( ( 
ivS68 ! ! ! 

4 i 

t ( 

• • • 

18G9!!! 

• • • 

( t 

• • ■ 

( t 

• • • 

•4 4 

i87o!!! 

« 4 

• • • 
.4 4 

• • • 

• • • 

18*9, . 
1880... 



C i 



Weight, 
tons. 



20'4 

2m 

2454 

2r/8 

28 

20i/s 

2I>4 

271/8 

28 

34 

20% 

2\% 

27% 

28 

34 

205^ 

21-^ 

27/8 

28 

34 

20^ 

21H 
27 v4 
29 
34 

20i4 
22 '4 

27/, 
29% 



No. of 
Wheels. 



Service. 



8 

8 

8 

8 
10 

8 

8 

8 
10 
Con sol. 

8 

8 

8 
10 
Con sol. 

8 

8 

8 
10 
Con sol. 

8 

8 

8 
10 
Consol. 

8 

8 

8 
10 

8 

8 

8 
10 
Consol. 



Passenger. 



Freight. 
Passenger. 



Freight. 
Passenger 



Passenger. 



Passenger. 



t i 



Passenger. 



Cylinders. 



13 
14 
1.5 
16 
18 
13 
14 
16 
18 
20 
13 
14 
16 
18 
20 
13 
14 
16 
18 
20 
13 
14 
16 
18 
20 
13 
14 
16 
18 
13 
14 
16 
18 
20 



24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
21 
24 
24 
24 
2i 
24 
24 
24 
24 
24 
24 



Price. 



From $15,635 to $21,150 

18,020 to 25,803 

17,380 to 24,910 

18,020 to 26,775 

•* 24, 62.^ to 34,850 

13,000 to 16,560 

'• 14,700 to 15,500 

16,275 to 19,6T0 

'• 15,983 to 23,320 

19,950 to 23,000 

Approximately, 14,500 

From $12,600 to 16,250 

13,650 to 16,5^ 

15,225 to 16,538 

Approximately, 18,000 

From $10,000 to 11,000 

10,500 to 12,600 

11,000 to 13,660 

'* 12,750 to 15,525 

'• 14,500 to 15,500 

Approximately, 12,350 

Fiom $11,000 to 13,000 

12,500 to 13,250 

13,750 to 15,500 

15,.500 to 16,250 

10,500 to 11,500 

11,250 to 12,500 

10.600 to 13,250 

14,250 to 15,500 

6,500 to 7,000 

7,000 to 7,500 

8,000 to 8,500 

9,000 to 9,750 

10,000 to 11,250 



( t 



t ( 



t ( 



1 1 



t * 



Present prices (1897) of locomotives of same types, some sized cylinders, but 
with an increase of frame 10 per cent to 25 per cent, in weight, are as follows: 



1897 




8 
8 
8 
10 
Consol. 
4 
6 




13 x^ 
14x24 
16x24 
18x24 
20x24 
14x24 
15x24 


$6,250 








6,500 








7,100 








8,450 








9,500 






Switching. 


5,200 






5,950 



BURNHAM, WlLLIAKS & Co. 



Table No. 8, furnished by Mr. A. J. Pitkin, of the 
Schenectady Locomotive Works, shows that the locomo- 
tives manufactured by that company were about 57 per 
pent cheaper in 1897 than the same class of engines 
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were in 1866. Mr. Pitkin's remarks which are qnoted 
in Table No. 8 show that the high prices of locomo- 
tives in 1866 were caused bj the high prices of materials 
(principally iron and steel) which ruled in 1866, and 
that with the fall in the prices of the raw materials the 
price of the finished product declined. The average life 
of a locomotive is about sixteen years, and depends 
largely upon the purity of the water used in the boiler. 
The average life of a freight car is about the same, 
while well-built passenger cars last somewhat longer. 

TABLE No. 8. 

Comparison ov Prices on Same Class o7 Enoines in 1866 and in 1897. 
[Famished by the Schenectady Locomotive Works.] 



No. of 
wheels. 


Cylinders. 


Price 1866. 


Price 1897. 


8 

8 

8 

10 


13^22 
15x22 
16x24 
17x24 


$13,000 
16,000 
17,500 
20,000 


$6,000 
6,. 500 
7,100 
8,100 



These cover the different classes of engines which we find we bnilt during the 
year 1866. Yon of course appreciate that the cost o^ material was as high in pro- 
portion to the price charged for locomotives in 1866, as at the present time. 

A. J. Pitkin, Vice-Pres. and Oen'l Mgr, 

Prices ov Oars During the Years 1865 and 1870. 
[ Furnished by the Barney & Smith Car Company.] 



Passenger Cars 

Parlor Cars 

Sleeping Cars 

Baggage and Express Cars. 

Box Cars 

Fiat Cars 

Stock Cars . . . i 

Coal Cars 



1865. 



$5,000 



10,. 500 
3,750 
1,250 
1,000 
1,200 
900 



1870. 



$5,500 

12,000 

9,000 

2,300 

860 

650 

850 

850 



Prices op Cars in 1897 at Chicago, Illinois. 
[ Furnished by the Wells & French Company, car builders.] 

Box Cars $500 to $550 each. 

Stock Cars 500 to 550 each. 

Coal Cars 450 to 500 each. 

Plat Cars 400 to 450 each. 

Tank Cars «Jft\a i^«^v»j3^ 

Befrigerator Cars 'M^\a \5a^^'Mg^_ 



The compeDsation of the laborer reached its highest 
point in the United States in the year 1873. In his 
report on "Wholesale Prices, Wages and Transporta- 
tion in the United States," made on March 3, 1893, 
Senator Aldrich, of the Senate Committee on Finance, 
says: "If we average all quotations, giving to each 
equal weight in the result, we find that wages stood at 
160.7 in 1891 as compared with 1860, while in 1840 
they stood at 87.7 as compared with the same year 
(1860). 

All industries, 1840 87.7 Railroads, 1840 89.5 

" 1860 100. " 1860 ..100. 

" 1873 167.1 " 1873 165.3 

*' 1891 160.7 " 1891 146.4." 

( Senate Beport No. 1394, Finance Committee, 2d Session 52d Congress, 1893.) 

Mulhall, one of the most accurate of statisticians, in 
giving statistics of the railroads in the United States, 
says : "In 1850 there were 9,020 miles of railroad com- 
pleted and equipped, at an average cost as represented 
by stocks and bonds, of $33,000 per mile. In 1860 
there were 30,640 miles of road, on which the total 
amount of stocks and bonds amounted to $39,000 per 
mile, and that in 1871 there were 60,520 miles, with an 
average of $46,500 stocks and bonds per mile." (See 
Statistics by Mulhall, page 507.) 

Table No. 5, taken from the " Statistical Abstract of 
the United States," published under the direction of the 
Secretary of the Treasury, gives the cost of railroads in 
the United States in the year 1873 at $53,851 per mile 
tor the 70,278 miles of road then in operation. This 
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estimate, it appears, is based on the total liabilities 
alleged to have been incurred in constructing and equip- 
ping the roads, which liabilities, it is claimed, are repre* 
sented by the capital stock, funded debt, and floating 
debt, as shown in Table No. 5. 

The cost of the construction and equipment of a rail- 
road depends entirely upon the amount of work required 
in grading the road-bed, bridging watercourses, erecting 
the necessary buildings, the cost of acquiring the right- 
of-way and lands for terminal and other purposes, the 
cost of rolling stock, the price of labor and materials, 
and the cost of engineering and superintendence. If 
the cost of each of the above items of expense increases 
year by year, the cost of constructing and equipping 
railroads would also necessarily increase in proportion 
thereto. If the cost of the different items of expense in 
constructing and equipping railroads decreases year by 
year, the average cost per mile for constructing and 
equipping railroads should also decrease in the same 
proportion, — the truth of which proposition, no honest, 
sane man will deny. Railroad officials have been quick to 
take advantage of rising prices of labor and materials, 
in fixing the average cost per mile of their roads. If in 
1860 the average cost of all the railroads in the United 
States was $39,000 per mile, and in 1871, after the pe- 
riod of high prices in railroad materials, caused by the 
Civil War, had passed, the average cost of all the roads 
was $46,500 per mile, would it not be reasonable to 
suppose that if the cost of materials, labor and rolling 
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stock continned f o decline, that the highest average 
cost per mile for construction and equipment of roads 
had passed, and that the average cost per mile for con- 
struction and equipment would thereafter also decline? 
Let ns inquire whether in this case the price of the 
finished product was governed by the cost of its pro- 
duction? There were 40,007 miles of railroad coor 
structed during the ten years following the year 1866 
and ending with the year 1876, making a total of 76,- 
808 miles of railroad in the United States at that date, 
represented in Table No. 5, by which it appears that 
the pretended total cost of construction per mile bad ad- 
vanced to $58,179 in 1876, an increase of $11,679 per 
mile, over the cost of construction in 1871 as given by 
Mulhall ; and as will be seen by Table No. 6 this in- 
crease in cost per mile was not confined to the road con- 
structed during these ten years, but applied to every 
mile of road represented in Table No. 5, and was in five 
years an increase of 25+ percent, in the cost of construc- 
tion. The average price of pig iron per ton from 1866 to 
the end of 1876 was $36.20, of bar iron $77.68, of iron 
rails $69.14, and of steel rails $112.07, showing a de- 
cline in prices when compared with the average prices 
of same for the five years ending with 1866, of 14+ 
per cent, in pig iron, 23+ per cent, in bar iron, 19+ 
per cent, in iron rails, and 32+ per cent, in steel rails; 
and as will be seen by Table No. 7, there was during 
this period a decrease of 26+ per cent, in the cost of lo- 
comotives, and as this decrease in the cost of locomotives 
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covers but four years from 1866 to- 1870, there was 
probably a much greater decrease before the end of 
1876. This shows an average decrease of 22+ per 
cent, in the price of materials and supplies and an in- 
crease of 25+ per cent, in the cost of construction, and 
this with the price of labor also decreasing. 

Daring the ten years from the end of 1876 to the 
end of 1886, 56,757 miles of road were constructed, 
makings a total of 133,565 miles represented in Table 
No. 5. The alleged average cost of construction per 
mile at the end of this period was $60,564, an increase 
over the average cost of construction in 1876 of $2,385 
per mile, or 4+ per cent., and an increase over the cost 
of construction in 1871 of $14,064 per mile, or 30+ 
per cent. From 1876 to 1886 the average price per ton 
of pig iron was $21.63, of bar iron $49.92, of iron rails 
$42.02, and of steel rails $44.46. This being a decline 
when compared with the average prices of same for the 
five years ending with 1866 of 48+ per cent, in pig 
iron, 51+ per cent, in bar iron, 51+ per cent, in iron 
rails, and 73+ per cent, in steel rails. 

During the ten years following the year 1886 and 
ending with the year 1896, there were 44,984 miles of 
road constructed, that are represented in Table No. 5. 
In 1896 the average cost of construction is alleged to 
have been $61,867 per mile, being an increase of $15,- 
367, or 33+ per cent, over the cost of construction in 
1871, which applies not only to the road constructed 
since 1871, but to every mile of the 178,549 miles of 



36 BAILBOADS. 

road represented in Table No. 5, which leaves 4,227 
miles unaccounted for, there being in the United States 
at the end of June, 1896, 182,776 miles of main line of 
railroad, as appears in Table No. 3. For the ten years 
following the year 1886 and ending with the year 1896 
the average price per ton of pig iron was $16.24, of bar 
iron $39.97, and of steel rails $29.22, being a decrease 
in prices when compared with the average prices of 
same for the five years ending with the year 1866, of 
61+ per cent, in pig iron, 60+ per cent, in bar iron, 
and 82+ per cent, in steel rails. The United States 
Statistics do not give the average cost of cross-ties, 
as of iron and steel. There are several kinds of tim- 
ber used for ties, among which may be mentioned, 
pine, fir, cedar, oak, and redwood, the prices of which 
vary according to locality, and are about the same 
now as in 1871, and average about 50 cents each. 
From the point of highest prices, reached in 1864, 
when pig iron is quoted at $59.25 per ton, bar iron at 
$146.46 per ton, and iron rails at $126 per ton, there 
has been a gradual decline interrupted by spasmodic ral- 
lies in the price, down to the year 1896, of 78+ per 
cent, or $46.30 per ton in pig iron, 78+ per cent, or 
$115.10 per ton in bar iron ; and to the year 1882, 63 + 
per cent, or $80.50 per ton in iron rails; while the de- 
cline in the price of steel rails from the year 1867 to 
the year 1896 was 83+ per cent, or $138 per ton. 

It will be seen in Table No. 7, that in locomotives of 
same types and same size cylinders, the decline in price 
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from 1865 to 1897 was 69+ per cent. The average price 
in 1865 of the types of locomotives given in Table No. 
7, to wit, those having cylinders 13x24, 14x24, 16x24 
and 18x24, was $22,922 each ; while, as shown in Table 
No. 7, the average price of the same types, same size 
cylinders, but with from 10 to 25 per cent, increase in 
weight, was $7,075, — a decline in price of $15,847 per 
locomotive. 

It has been seen by Senate Keport No. 1394, that 
wages of laborers on railroads declined from 165.3 in 
1873, to 146.4 in 1891, a reduction of 11-|- per cent. 

Mulhall's statistics as to cost per mile for construc- 
tion of railroads are based upon the face value of stocks 
and bonds issued per mile of railroad ; and the reader's 
attention is called to the fact that in 1871, when the 
average cost of construction was alleged to be $46,500 
per mile, the Union and Central Pacific roads had been 
completed and in operation for two years, and the 
"Credit Mobilier" had finished its enterprising labors, 
and the Contract and Finance Company had divided its 
profits. The Union and Central Pacific roads consti- 
tuted the only transcontinental line in operation in 1871, 
and there is no doubt but that the actual cost per mile 
was much greater in the construction of these two roads 
than in the construction of any of the other four lines 
that have since crossed the continent in United States 
territory. The construction of a railroad across a moun- 
tain range is unavoidably much more expensive than is 
the construction of a line in a valley^ ot ^rx<^^^ ^^^>5^ 
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. or plains, but the constrnction of a road from tide-water 
to the summit of a mountain pass of an elevation of 
11,000 feet does not necessarily cost two or three times 
as much per mile as a road in a valley or across a plain 
costs. Steep grades have more effect on the cost of 
operation than of construction. 

The actual necessary cost of a railroad is known only 
by those who were the officials of the road when it was 
constructed, and can be known by the public only after 
careful, accurate measurements and computations on 
every part of every mile of each road by honest, skill- 
ful civil engineers. There has been exposed so much 
fraud and corruption in connection with contracts for the 
construction of roads, as in the cases of the Union Pa- 
cific and Central Pacific roads, that the books of the 
companies if open to public inspection would afford no 
reliable data as to the actual necessary cost of the road. 
Stocks and bonds having a face value of thousands of 
millions of dollars have been placed upon the market 
and sold for a small per cent, of that face value by rail- 
road officials, who now claim the right to earn dividends 
and interest thereon by the collection of exorbitant fares 
and freights from the public. Several thousands of 
millions of dollars have necessarily been expended in 
the construction and equipment of railroads in the 
United States, upon which the investors in railroad 
bonds representing this expenditure are entitled to a 
reasonable interest, but the oft-repeated allegation, that 
more than one-half of the alleged cost of railroads, as 
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set forth in Table No. 5, is fictitious and fraudulent, and 
never at any time represented any item of actual cost, 
is true; and this truth is capable of actual positive 
proof. It cannot be disputed that the average cost per 
mile of railroads constructed before the year 1894, was 
greater than the cost of roads built during that year, 
nor that the average cost per mile increases as we go 
back towards the high prices of 1864. 



Chapter 3. 

Valuation of railroads. — ^Texas the only State that has pnt a proper 
valuation on the roads. — Keport of the Texas Railroad Commis- 
sion. — Railroads in Texas valued at cost of reproduction or dupli- 
cation. — Average value per mile of all roads in Texas. — ^Valuation 
of the Galveston, Harrisburg & San Antonio Railroad, and length 
of bridges and trestles on the line. — Approximate average esti- 
mate of cost of one mile of railroad in the United States. — ^Ap" 
proximate total value of all railroads in the United States. 

In order to arrive at a fair proximate average Mi- 
mate of the cost of railroads at any time since 1852, it 
is first necessary to ascertain the average cost per mile 
at the present time, say in 1896 ; and this has been done 
in a most thorough and accurate manner by the Rail- 
road Commission of the State of Texas, pursuant to 
the requirements of a law enacted by the Legislature of 
that State in the year 1893. Texas appears to be the 
only State that up this time has attempted to ascertain by 
"due process of law" the just valuation of the railroads 
within its jurisdiction. I here take the liberty of quot- 
ing at considerable length from the reports of the Bail- 
road Commission of that State : 

"During the past year the work of valuing the prop- 
erty and franchises of the railroads of the State has 
been pushed with vigor. At this writing our experts 
have completed 5,888.65 miles, of an estimated value of 
$93,785,159.73, or an average rate per mile of $16,- 
^2^-23. This work has been conducted with much care 
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and detail, and the valaations on file deal with each 
mile and every item of construction of each mile, as 
actoalljr checked on the ground. 

'^The prices adopted for the various classes of work 
have not been the lowest contract prices exhibited by 
current construction records, but such figures as would 
insure reasonable profits to constructors, and yet not re- 
pel the honafide investor by fear of inadequate returns 
from the expenditures necessary. 

" The following table gives the totals of these valua- 
tions for the several roads completed, and elsewhere 
will be found itemized summaries of the values of each 
individual line, exhibiting the totals of the various 
classes of property, their rate per mile, and the percent- 
age which each bears to the whole sum. 

"The basis of the valuation made by the Commission 
has been the present cost of reproducing the physical 
properties of the roads in question. It should be stated 
that the average value of the mileage will be reduced in 
the valuations of the coming year, for the reason that 
it is probable that during 1895 rails will at least remain 
at their present figures of about $22 to $23 per ton at 
eastern tide-water and Chicago. " 

(Third Annaal Keport Railroad Commission of Texas for the year 
1894, pp. viii and ix.) 

In its annual report for the year 1895 the Texas Rail- 
road Commission says: 

"The act of the Legislature of the 8th of April, 1893, 
pijtitled *4-o act to define the iTSLi\d£i\^^^^ \.^ \£k55^^ ^^^^^i^ 
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lie the value of railroads,' etc., makes it the daty of this 
OommissioD, among other things, ^to ascertain and in 
writing report to the Secretary of State, the value of 
each railroad in this State, including all its franchises, 
appurtenances and property.' 

"In obedience to the requirements of that act, we 
have ascertained the value of fortyrseven of the rail- 
roads of the State, of which number twenty-six have 
been valued since the making of our last annual report. 
The whole forty-seven roads represent in the aggregate 
a mileage of 8,859.87 miles and a total value of $140,- 
376,122.43, which gives an average per mile of $16,- 
844.04. The capitalized value of forty-two of the 
forty-seven roads above referred to in stock and bonds, 
amounts to $367,677,044, showing that these forty-two 
roads represent a valuation in stock and bonds of $227,- 
300,922 more than the value of the forty-seven roads 
as ascertained by the Commission ; and it is proper to 
say that of the roads valued by this Commission, the 
valuation of no one of them has been contested by the 
railroad companies. It is proper, also, for us to state 
that, as shown by the books of the oflSce of the State 
Comptroller, the forty-seven railroads above referred to, 
except 498.8 miles of the International & Great North- 
ern, which is exempt from taxation, and the El Paso 
Northern, 10.08 miles in length, which does not appear 
on the assessment rolls, were assessed for taxation at 
the aggregate value of $68,560,730 ; being $71,816,3.92 
J^Bs than the value fixed on them by this CommissioQ^ 
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"In addition to the valuation of existing lines, the 
general condition of the several properties, physical and 
otherwise, has been carefully examined. These roads 
of necessity exhibit a wide difference of excellence in 
the three points of lopation, construction, and mainte- 
nance. This fact is best expressed by reference to the 
character of the rail and grade. 

"In the case of the rail, there exist on the different 
lines all the gradations of weight and condition between 
a worn-out section of 30 pounds to the yard, and a new 
one of 70 pounds. 

"In the matter of grades, the variation extends from 
a maximum of 0.6 to one of 2.50. The differences in 
bridging and ballast are scarcely less marked, and the 
items of buildings, equipment, and terminals are further 
considerations which enter into the differing values ex- 
hibited in the tables of valuations. In the course of 
this inspection, much exceedingly good track has been 
noted, and some that compare well in surface, ballast, 

and alignment with any in the country." 

( Report of Railroad Commission of Texas for 1895, pp. 30, 31, and 32.) 

In its report for the year 1896 the Texas Commission 
says: 

"Fifty-one railroads, representing an aggregate mile- 
age of 9,057.91 miles of main line and a total value of 
$142,490,117.01, or an average value of $15,731.01 per 
mile, have now been valued by the Commission. These 
roads are stocked apd bo^dedl \iv \\v^ ^^'^^^^^ '^^^^ '^ 
^9 
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$374,792,669, or $41,377 per mile. These roads, as 
appears from the books of the Comptroller of Public 
Accounts, are assessed for taxation at $69,530,407, or 
an average of $7,677.32 per mile." 

(Report of the Railroad Commission of Texas for 1896, p. 24.) 

In Table No. 9 (Exhibit No. 26 of the Keport of the 
Railroad Commission of Texas for 1896) it appears 
that the average value per mile in some instances is 
much greater on roads of one, or a few miles in length, 
than on roads having a greater mileage ; as, for in- 
stance, in the case of the Texas-Mexican (formerly the 
Mexican National) Railway. This is because there is 
but one mile of that road on the American side of the 
Rio Grande river, and on that one mile are located tbe 
machine shops, machinery, tools, round-house, aad a 
large amount of materials and supplies for that part 
of the road that is operated on the Mexican side of the 
river. Similar reasons account for the high valuation 
per mile on some of the other roads that have short 
terminal lines in Texas. 

In order that the reader may fully understand the 
manner in which the Railroad Commission of Texas ar- 
rived at the actual value of the several railroads in that 
State, a statement in detail of the valuation of the 
Galveston, Harrisburg & San Antonio Railroad is 
given in Table No. 10, which is copied from the 
report of the Commission for the year 1894, pp. 80 
and 81. As will be seen in this statement, the road 
has a total mileage of 919.06 miles, 836.41 miles of 
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TABIiE No. 9.^ Summary of thb Valuations of ths Railroads of 

TUXAS, MADE BT THB RAILROAD COMMISSION TO NOYBMBBR 30. 1896. 

[Bxhlbit Na 26.— Report of tbe Railroad Commission of Texas, 1896.] 



Name of Railroad. 



Austin and Northwestern 

Central Texas and Northwestern 

Cbicaffo, Rock Island and Texas 

De Kaib and Red River 

Denison and Washita Valley 

Bl Paso Northern 

Fort Worth and Denver City 

Fort Worth and New OrleHns. 

Fort Worth and Rio Oraode 

Galveston, Harrisbnrg and San Antonio. 

Galveston, Houston and Henderson 

Gulf, Beaumont and Kansas City 

Golf, Colorado and Santa Fe 

Gnlf, Western Texas and Pacific 

Heame and Brazos Valley 

Houston and Texas Central 

Houston, Bast and West Texas 

International and Great Northern 

Louisiana Wectem Extension 

Missouri. Saseas and Texas of Texas. . . 

New Toric, TexjM and Mexican 

Panhaodle. 

Paris And Great Northern 

Pecos River 

Rio Grande 

Rio Grande and Eagle Pass 

Rio Grande and Bl Paso 

Rio Grande Northern 

Sabine and Bast Texas 

St. Louis Southwestern of Texas 

San Antonio and Aransas Pass 

Sherman, Shreveport and Southern 

Southern Smimm of Texas 

Sugar Land 

Texarkana and Ft. Smith ( N. of Texark.) 

Texas and New Orleans 

Texas and Pacific 

Texas and Sabine Valley 

Texas Central 

Texas, Louisiana and Eastern 

Texas-Mexican. Corpus Cbristi to Laredo, 
Laredo to Rio Grande river, formerly 

Mexican National 

Texas-Mexican Northern 

Texas Midland, Terrell to Ennis only. . . 
Texas, Sabine Valley and Northwestern. 

Texas Transportation 

Texas Trunk 

Tyler Southeastern 

Velasco Terminal 

Waco and Northwestern 

Weatherford, Mineral Wells and N. W.. 
Wichita Valley 



Totals 



Mileage. 



105.96 

12.36 

92.00 

11.00 

6.39 

10.08 

451.13 

41.65 

143.10 

919.06 

48.85 

57.62 

957.74 

109.67 

16.42 

452.60 

lftO.69 

771.16 

6.81 

837.91 

91.52 

14.54 

16.18 

54.13 

22.17 

26.89 

20.15 

26.25 

102.03 

551.78 

687.67 

153.01 

100.41 

14.12 

9.96 

105.45 

1,039.33 

2.00 

175.95 

29.60 

160.65 

1.00 

.75 

74.89 

36.41 

7.90 
50.58 
88.60 
20.00 
54.40 
23.00 
51.36 



Aggregate 
valuation. 



W,753 

212 

1,833 

47 

245 

75 

5,771 

573 

2,003 

16,142 

1,527 

567 

16.405 

1,318 

106 

9,588 

2,042 

13,912 

109 

18,437 

1,093 

100 

288 

392 

310 

234 

481 

401 

896 

8,862 

8,677 

1,609 

1,090 

109 

198 

3,619 

17,730 

17 

2,348 

234 

1,174 

276 
6 
940 
381 
154 
472 
914 
227 
714 
327 
486 



694 22 
110 50 
202 12 
375 49 
320 22 
038 59 
582 42 
086 66 
839 32 
297 45 
023 07 
495 95 
718 48 
081 80 
623 75 
903 28 
692 36 
568.62 
551 18 
440 80 
459 16 
077 83 
718 32 
404 65 
551 00 

695 11 
^24 33 
086 04 
565 73 
293 18 
698 37 
046*80 
593 75 
415 22 
793 28 
695 89 
689 31 
045 43 
666 47 
027 23 
403 90 

510 00 
721 42 
910 07 
802 97 
9.51 16 
602 50 
748 98 
527 13 
728 40 
495 84 
768 26 



Average 

value per 

mile. 



$16 
17 
19 

4 
38 

7 
12 
13 
14 
17 
31 

9 
17 
12 

6 
21 
10 
18 
16 
16 
12 

6 
17 

7 
14 

8 
23 
15 

8 
16 
12 
10 
10 

7 



34 

17 

8 

13 

7 
7 

276 
8 
12 
10 
19 
9 
10 
11 
13 
14 
9 



550 53 
161 04 
926 11 
306 86 
391 28 
444 30 
709 09 
759 58 
003 07 
563 92 
259 42 
848 94 
129 61 
018 62 
493 53 
186 26 
712 11 
080 00 
086 81 
036 85 
053 12 
882 93 
844 15 
249 30 
007 71 
727 96 
911 88 
277 66 
787 27 
061 28 
618 98 
724 12 
861 41 
748 95 



326 18 
059 73 
522 72 
348 49 
906 33 
310 32 

510 00 
965 87 
563 89 
486 21 
614 07 
343 66 
324 48 
376 35 
138 39 
238 95 
477 57 
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which constitnte tlie main or tnink line, the other 82.65 
miles being branch lines. The Railroad Commission of 
. Texas has fixed the aggregate value of these 919.06 
miles of road at $16,142,297.45, which is an average 
value of $17,563.92 per mile. This is one of the best 
constructed roads in the country, and no expense has 
been spared in making it a first-class road in every respect. 
The following is a statement of the number and 
length of the bridges and trestles on this road, includ- 
ing the great Pecos viaduct : 



Items. 



Iron bridges , 

Wooden bridges , 

Combination orldges 

Total bridges 

Trestles , 



Number. 


Aggregate 
length. 


Hhiimnm 
length. 


174 
5. 

8 

187 

2,377 


20,454 ft 
1,101ft 
1,016 ft 

22,571 ft 
123,194 ft 


10 ft 
60 ft 
88 ft 


8 ft 



Maximum 
length. 

2,180 ft 
399 ft 
ft 



1,060 ft 



The idea that the Railroad Commission of Texas acted 
in a hasty and arbitrary manner, and without giving 
the railroad companies a chance to be heard on the 
question of valuation, may arise in the mind of the 
reader. The answer to that suggestion is, that after 
making its report of value the Commission is required 
by the law under which it acts, to give, within ten days 
after the valuation is finished, notice in writing to the 
railroad company whose property has been valued, that 
its report is ready to be made, and that if the company 
has any objections thereto it must file them in writing 
within forty days after said service, or the report will 
be filed with the Secretary of State as correct. The 
Commission states that in msikYW^ e^dv valuation the 
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technical requirements of the lav^ were strictly observed, 
and that in no case was the valuation, as fixed by the 
Commission, contested by the railroad company. The 
Galveston, Harrisburg & San Antonio and the Texas & 
New Orleans roads form the trunk line of the great 
Southern Pacific road through the State of Texas. The 
length of that part of the Texas & New Orleans road 
that is in the State of Texas, extending from Houston 
to the crossing of the Sabine river, is 105.45 miles. 
The total value of this 105.45 miles of road as fixed 
by the Railroad Commission is $3,619,695.89, being 
an .average value of $34,326.18 per mile. The reason 
why the average value per mile is so great on this short 
road, when compared with that of the Galveston, Harris- 
burg & San Antonio road, is that the terminal facilities 
of both roads at Houston, and nearly all the rolling 
stock, supplies and machine shops for both roads, are 
assigned to and valued with this 105.45 miles of the 
line. As will be seen in Table No. 9, the total valua- 
tion of both roads as fixed by the Commission is $19,- 
761,993.34, which gives to the total mileage of both 
roads, 1,024.51, an average value of $19,761.21 per 
mile. The number and length of the bridges and tres- 
tles on this 105.45 miles of the Texas & New Orleans 
road is as follows : 



Items. 

Iron bridges 

Wooden bridges.. 

Total bridges 

Trestles 



Number. 



6 

4 

10 

F>e7 



Aggregate 
length. 



2,883 ft. 
516 ft. 
3,399 ft. , 



Minimum 
length. 



851/8 ft. 
80 ft. 



Maximum 
length. 



1,800 ft. 
1552ift 



H* \\,V * \ '^ ^^'"^^l 
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The total cost of all the bridges, trestles, culverts, 

• 

drains and viaducts, including the great Pecos viaduct, 
on the 1,024.61 miles of road belonging to these two 
companies in the State of Texas, is $2,550,968.60, an 
average of $2,489.84 per mile ; and this probably rep- 
resents the extreme cost per mile for bridges, trestles, 
culverts, and drains, on any line of the same length in 
the United States. 

The Galveston, Harrisburg & San Antonio road has 
issued stock to the amount of $27,084,400 and bonds in 
the amount of $26,436,840, making a total liability of 
$53,620,240, which is $37,377,942.55 more than its 
actual value as found by the Railroad Commission, the 
amount of bonds alone being $10,293,542.55 more than 
the value of the road. The Texas & New Orleans road 
has issued capital stock to the amount of $5,000,000 
and bonds to the amount of $6,216,936.91, making a 
total liability of $11,216,936.91, which is $7,597,241.02 
more than the actual value of the road as fixed by the 
Commission, — the amount of bonds alone being $2,596,- 
241.02 more than the value of the road. 

In order to arrive at the true value of the roads, the 
Railroad Commission of Texas employed an expert civil 
engineer, who by years of experience in the construction 
of railroads has acquired a technical knowledge and 
skill in railroad construction, possessed by few men in his 
profession. In securing the data required by the Com- 
mission, this engineer and his assistants traveled on foot 
every mile of railroad in the State of Texas, and made 
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actual measnrement of every excavation and embank- 
ment, of every bridge and bnilding, and the present cost 
of duplication was computed on the ground ; and no 
doubt every road in Texas could to-day be duplicated 
for less than the amount at which it was valued by the 
Commission. 

The measurements and other data thus furnished by 
the expert engineer employed by the Commission will be 
of great value to the State of Texas in the future con- 
tests that will arise between the State and the corpora- 
tions, for the reason that such evidence will be indis- 
pensable on the part of the State in proving the value of 
the roads. 

We have seen in Table No. 9 that the Railroad Com- 
mission of Texas had, on the 30th day of November, 
1896, placed a valuation of $15,731.01 per mile on 
9,057.91 miles of road in that State ; and as the Com- 
mission appears to have acted carefully and fairly in 
the matter, there seems to be no reason to doubt that 
they have fixed a just and full value on the roads in 
their State. Texas is a very large and comparatively 
sparsely settled State when compared with some of the 
Northern and Eastern States, and for that reason would 
not require so many passenger and freight depots, nor 
so much rolling stock, nor such large machine shops, 
nor so much yard track per mile as would the roads in 
some of the other States; nor would the cost for the 
right-of-way and for lands and buildings for terminal 
purposes be so great in Texas as in some of the more 
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densely populated States. None of the railroads in 
Texas cross any high mountain ranges, and it is there- 
fore certain that the average value per mile of the rail- 
roads in Texas does not represent the average per mile 
of all the other roads in the United States. It appears 
from the report of the Texas Commission that the 
weight of the rails on the roads in that State runs from 
30 to 70 pounds per yard, while it is well known that 
some of the Northern and Eastern trunk lines have rails 
running from 65 to 100 pounds per yard. The only 
way that the average value per mile of all the railroads 
in the United States could be ascertained would be by 
making an actual measurement and inventory of every 
material part of the roads. An approximate average 
value per mile is therefore the nearest approach to the 
actual value that can be made, in the absence of knowl- 
edge based upon a survey and inventory. After much 
conversation and correspondence with many of the most 
competent and expert civil engineers in the country, the 
writer has prepared an approximate average estimate of 
the cost of a mile of single-track railway, standard 
gauge, on June 30, 1898. This is intended as an aver- 
age when applied to all the railroads in the United 
States, but is based on the mileage given June 30, 
1896, and gives an approximate cost per mile of 
$22,940, which is $7,209 more than the average value 
per mile as fixed on the roads in Texas. 

Table No. 11 is an approximate average estimate of 
the present value of an average mile of the railroads 
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that were constructed and in operation in the United 
States on June 30, 1896, based oif the prices of labor 
and materials in 1898, — putting the price of labor at 
$1.50 per day, which is above the market price. 

To those who criticize and object to the accuracy of 
the estimates contained in Table No. 11, the writer 
suggests a comparison of the different items of expense 
in Table No. 11 with the same class of items in Table 
No. 10 as they were fixed by the Railroad Commission 
of Texas, acting upon data furnished by an expert civil 
engineer; and the reader's attention is again called to 
the road, the value of which has been fixed in Table 
No. 10. It is one of the roads that form the trunk 
line of the great Southern Pacific system between the 
city of San Francisco in the State of California and the 
city of New Orleans in the State of Louisiana. The 
road was originally constructed and equipped in a first- 
class manner, and is kept in first-class condition. It 
compares favorably with any road in the United States. 
The only difference between the Galveston, Harrisburg 
ife San Antonio road and the New York Central is in 
the weight of the rail, the amount of rolling stock, and 
number of depots per mile. The fact that the traffic is 
heavier on the New York Central makes a heavier rail 
and a greater number of locomotives and cars neces- 
sary. New York, having a denser population, requires 
more depots for a line of road than would be required 
by the same length of line in the State of Texas, and 
the 'lands required for railroad purposes are worth more 
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per acre in the State of New York than in the State of 
Texas. • 

The first item of expense in Table No. 11 cannot be 
compared with the similar item in Table No. 10, for 
the reason that Table No. 10 contains an item of char- 
ter fees that is not found in the other table. The items 
of cost of right-of-way and depot and terminal and all 
other grounds occupied for railroad purposes, amount to 
$1,700 per mile in Table No. 11, and to $651 per mile 
in Table No. 10. The items, including grubbing, clear- 
ing and grading, amount to $3,600 per mile, in Table 
No. 11, while the same items in Table No. 10 amount 
to $2,114 per mile, — a difference of $1,486 in favor of 
Table No. 10. The estimates in Table No. 11 for the 
items of bridging, sidings and miscellaneous structures 
amount to $4,000 per mile, against $3,550 for same 
items, including the Pecos viaduct, in Table No. 10. 

For the items under the head of Track, the amount 
per mile in Table No. 10 is $5,172, while the amount of 
same items in Table No. 11 is $5,189, — a difference of 
only $17 per mile ; and in explanation, the reader's at- 
tention is called to the fact that the valuations in Table 
No. 10 were made in 1894, when, as appears in Table 
No. 6, rails were worth $24 per ton at the Eastern 
mills, while the estimates made in Table No. 11 are 
based on rails at $18 per ton in 1898. The reader may 
compare every item in both tables, and the result will 
be the same. It must be the same, for the amount fixed 
as the average cost per mile in Table No. 11 is 



COST OF RAILROADS. 45 

f 5,376+ more per mile than the Texas Kailroad Com- 
mission found the Galveston, Harrisbiirg & San Anto- 
nio road to be worth. 

I will here quote what one of the ablest and most 
prominent civil engineers in the United States writes as 
to the cost of railroads : 

"In the States of Illinois, Indiana, Iowa, Kansas, 
Michigan, Minnesota, Missouri, Nebraska, North Da- 
kota, Ohio, South Dakota and Wisconsin, the average 
excavation for a railroad, including possible overhaul, 
will not exceed 8,448 cubic yards per mile, which at 
18c. per cubic yard would amount to $1,520.64. There 
is but little rock excavation in the above States, and 
exclusive of large iron bridges, the average cost per 
mile of road in these States would be $12,000." 

The gentleman who makes the above statement has 
had years of experience as chief engineer of one of the 
greatest lines of railroad entering the city of Chicago. 
For obvious reasons his name cannot be given. 

The reader's attention is called to the fact as shown 
in Table No. 2, that in the twelve above-named States 
on June 30, 1896, there were 80,929.59 miles of rail- 
road, which was at that time 44.22 per cent, of all the 
railroads in the United States. 
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TABIiXS No. 11.— Appboximatb Aybbagb Estimate for a mils of Single- 

Tbaok Railway. Standard Gauge, Labor $1.50 per dat, Stbbl 

Rails $18 pbb ton of 2,240 Founds (decimals omitted). 

1. Engineering, saperintendence, interest, law expenses, and other inci- 

dentals $1,600 

2. Land damages for right-of-way, 100 feet wide, 12. 1 acres 800 

3. Grabbing and clearing ( average of entire road ) 3 acres at $10 120 

4. Grading 14,000 cnbic yards of earth, etc., excavation at 18c 2,520 

5. Grading 1,200 cubic yards of rock excavation at 80c 960 

6. IMasonry of culverts, drains, abutments of bridges, retaining- walls, 

etc., etc.,— 250 cable yards at $6 1,500 

7. Ballast broken stone, 12 inches deep, 11 feet wide, 2,347 cnbic yards 

at8nc 1,994 

8. Cross-ties 2.992, pine, fir, cedar, redwood and oak at 50c., delivered. .. 1,496 

9. Rails ( 65 pounds to a yard) 102 1-7 tons at $25, delivered 2,553 

10. Spikes 8,043 pounds at 1.61 c, delivered 130 

11. Rail joints ( angle ), 18,480 pounds, with bolts and nuts, delivered 270 

12. Sub-delivery of materials along the line 240 

13. Laying track and surfacing 500 

14. Small wooden bridges, trestles, sidings, road-crossings, cattle-guards, 

signs, etc., etc 800 

15. Switch furniture 100 

16. Turntables 30 

17. Track and other scales 25 

18. Tools and furniture l.W 

19. Coal chutes 100 

20. Water stations 200 

21. Tunnels and snow sheds 290 

22. Section-houses, snow and sand fences 100 

23. Bridges ( other than small wooden ) and viaducts 900 

24. Depot grounds, terminal grounds, and all other real estate (except 

right-of-way ) used for railroad purposes 900 

25. Round-houses, machine shops and other structures at terminal and 

division points, and machinery 500 

26. Depot buildings, passenger and freight 600 

27. Rolling stock, engines and cars 2,922 

28. Telegraph lines, instruments and fixtures 200 

29. Stock yards and pens 40 

30. Fences 500 

Total cost per mile $22,940 

Table No. 12 gives the present total value of all the 
railroads in the United States on June 30, 1896. In ar- 
riving at the value of all the roads, each item of expense 
per mile as shown in Table No. 11 is applied to the 
total mileage into which it enters as an item of cost. It 
has been suggested that by multiplying the total num- 
ber of miles of road by the average cost of a single mile, 
the total cost would be obtained. This, however, is not 
true, for the reason that the main and second tracks, or 
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even four tracks, are constructed on a single right-of-way 
100 feet wide, and are inclosed by two lines of fence. 
The coal chutes, water stations, round-houses, machine 
shops, turntables, track scales, stock yards, telegraph 
lines, etc., of the main line are used by its second, third 
and fourth lines, as all the lines of road on a single 
right-of-way usually belong to and are operated by one 
company. While the construction of two, three or four 
lines of track on one right-of-way would not be propor- 
tionally as expensive as would be the construction of a 
single track, in Table No. 12 all tracks are assumed to 
be of equal cost. The construction of the many miles 
of yard track did not cost as much per mile as the con- 
struction of a mile of the trunk line ; yet, in Table No. 
12 the average cost of $22,940 per mile is applied as if 
all of the 224,120 miles of track were trunk line. The 
reader will notice that while Table No. 3 gives the total 
of all tracks at 240,129.12 miles, Table No. 12 does not 
mention more than 224,120 miles of track. The reason 
for this is, that in Table No. 11, in the estimates of the 
average cost of a mile of single-track line, the construc- 
tion of side-track is provided for at a proportion of 1 to 
15, or one mile of siding to fifteen miles of main line, 
which is 352 feet of siding to one mile of main line, 
that being the average given by Trautwine (see Traut- 
wine's Engineers' Pocket Book, page 762) ; and as the 
same average cost per mile of trunk line has been ap- 
plied to second, third, fourth and yard tracks, the cost of 
constructing sidings is provided for in the estimated cost 
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The total cost of all the bridges, trest^ 
drains and viadncts, including the great J 
OD the 1,024.51 miles of road belonging'! 
companies in the State of Texas, is $2,, 
average of $2,489.84 per mile; and this 
resents the extreme cost per mile for bii 
culverts, and drains, on any line of the s 
the United States. 

The Galveston, Harrisbnrg & San Ante 
issued stock to the amount of $27,084,400 M 
the amount of $26,435,840, making a tut*f 
$53,520,240, which is $37,377,942.55 ; 
actual vaJne as found by the Railroad Oom 
amount of bonds alone being $10, 293, 543.6i 
tiie value of the road. The Texas & New Oj 
has issued capital stock to the amount of I 
and bonds to the amount of $6,216,93G.9lJ 
total liability of $11,316,936.91, which is $7, 
more than the actual value of the road as fid 
Commission, — the amount of bonds alone bei j 
241.02 more than the value of the road. 

In order to arrive at the tnie valne of thel 
Railroad Commission of Texas employed an | 
engineer, who by years of experience in the o 
of railroads has acquired a teclinical knowl 
skill in railroad construction, possessed by feW 
profession. In securing the data required b}^ 
mission, this engineer and his assistants tni 
everv mile of railroad in the State of Texas, J 
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TABIiXS No. 12.— Total Yalub ot all Railroads ik the Unitbd States 
ON June 30, 1896, based on the Afpboximate Ayebage Value 

OT One Mile at 922,940. 

1. Engineering, snperintendence, etc, 224,120 miles at 11,500 per 

mile $336,180,000 

2. Land damages, right-of-way, 182,776 miles at $800 per mile 146,220,800 

3. Grnbbing and clt^arin? 224,120 miles at $120 per mile 26,894,400 

4. Grading, earth excavation, 224,120 miles at ^.525 per mile 564,782,400 

5. Grading, rock excavation, 224,120 miles at $960 per mile ; . . 215, 155,200 

6. Masonry of cnlverts, etc , 224,120 miles at $1 ,500 per mile 336, 180,000 

7. Ballast, 224,120 miles at $1,994 per mile 446,895,280 

8. Cross-ties, 224,120 miles at $1,496 per mile 335,283,520 

9. Rails. 224.120 miles at $2,553 per mile 572,178,360 

10. Spikes, 224,120 miles at $130 per mile 29,135,600 

11. Rail joints. 224,120 miles at *270 per mile 60,512,400 

12. 8nb-delivery of materials, 18i,776 miles at $240 per mile 43,866,240 

13. Laying track and surfacing 224,120 miles at $500 per mile 112,060,000 

14. Small wooden bridges, etc.. etc., 224,120 miles at $800 per milo. . . 179,296,000 

15. Switch furniture, 234,120 miles at $100 per mile 2<{,412,000 

16. Turntables, 182.776 miles at $30 per mile 6,483,280 

17. Track and other scales, 182.776 miles at $25 per mile 4,569,400 

18. Tools and furniture, 182,776 miles at $150 per mile 27,416,400 

19. Coal chutes,- 182,776 miles at $100 per mile 18,277, 600 

20. Water stations, 182,776 miles at $200 per mile 36,555,200 

21. Tunnels and snow sheds, 182,776 miles at $290 per mile 53,005,040 

22. Section-houses, snow and sand fences, 182,776 miles at $100 per 

mile 18,277,600 

23. Bridges ( large 1 and viaducts, 195.216 miles at $900 per mile 175,694,400 

24. Depot and terminal grounds, 182,776 miles at $900 per mile 164,498,400 

25. Round-houses, machine shops, etc., etc., 182,776 miles at $500 

per mile 91 ,388,000 

26. Depot buildings, passenger and freight, 182,776 miles at $600 per 

mile 109,665,600 

27. Boiling stock, engines and cars, 195.216 miles at $2,922 per mile. 570,421 , 152 

28. Telegraph lines and fixtures, 182,776 miles at $200 per mile 36,555,200 

29. Stock yards and pens, 182,776 miles at $40 per mile : 7,31 1 ,040 

30. Fencing 182,776 miles at $500 per mile 91,388,000 

Total value of all roads ( 240, 129 miles ) $4,837,558,512 

Table No. 13 is a comparison of prices published in 
The Iron Age of Juue 30, 1898, in which is given at 
that date the prices of pig iron, steel billets, steel rails, 
spikes, splice bars and old material, at diflferent points 
in the United States east of the Mississippi river. It 
appears by this table that steel rails were on the 29th 
day of June, 1898, selling at $17 per ton at the Eastern 
mills, and that at Philadelphia, old steel rails were 
worth within $7 and at Chicago old iron rails were 
worth within $4.75 per ton as much as new steel railg 
wer^ selling for ^t l^asterq mills. 
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No. 18.— A COKPABISOH OT PBICXS at DATB, one WBXK, ONI 
MOKTH AND ONB TXAB PbEYIOUS. 

Advances over the previous month in heavy type. 
[ From The Iron Age, 232-238 William Street, New York, Jnne 29, 1896.] 



Pio Ibok: 

Foundry Pig No. 2, Standard, Phila- 
delphia 

Foandry Pig No. 2, Soatbern, Cincin- 
nati ....' 

Foundry Pig No. 2, Local, Chicago ... 

Bessemer Pig, Pittsburg 

Gray Fo?ge,Titt8burg 

Lake Superior Charcoal, Chicago 

Bii.i«x«|, Raii^, xtc: 

SteerlOleta, Pittsburg 

Steel Mlets, Philadelphia 

Steel BilleU. Chicago 

Wire Bodfi, Pittsburg 

Steel Rails, heavy, Baetem mill 

Spikes, tidewater , 

Splice Bars, tidewater 

Old Matxbial : 

O. Steel Rails, Chicago 

O. Steel Rails, Philadelphia 

O. Iron Rails. Chicago 

O. Iron Rails, Philadelphia 

O. Car Wheels, Chicago 

O. Car Wheels, Philadelphia 

Heavy Steel Scrap, Chicago 



June 29, 


June 22, 


June 1, 


1898. 


1898. 


1898. 


110 50 


110 50 


110 50 


875 


875 


25 


11 00 


11 00 


11 00 


10 25 


10 40 


10 25 


900 


9 10 


900 


11 50 


11 50 


11 50 


14 50 


14 50 


14 75 


16 50 


16 75 


17 00 


16 25 


16 25 


16 25 


20 00 


20 00 


20 40 


17 00 


17 50 


18 00 


1 40 


1 40 


1 40 


1 05 


1 05 


1 05 


8 26 


800 


800 


10 00 


10 50 


10 25 


12 25 


12 50 


12 25 


12 00 


12 00 


12 00 


11 50 


11 50 


11 50 


10 00 


10 50 


10 25 


800 


8 00 


8 00 



Jnne 30, 
1897. 



910 50 

8 75 
10 25 

9 30 
8 25 

13 00 

14 00 
16 00 

15 00 
19 50 
19 00 

1 45 
1 05 

750 

10 00 

11 00 
11 50 

950 
8 75 
700 



Chapteb 4. 

Operating expenses. — What is included under that head. — Per cent 
of the gross earnings expended in the operation of the roads. — 
False returns of railroad of^QiSkls as to operating expenses.— 
Neoesiitgr of public control over corporate accounts. — Parasites on 

;ement. — 6ro6s earnings, operating expenses and 
1892 to 1896. — Increase in number of **gen- 
V* —a *^0t her ^ imilread officers 33 per cent, in five years.— 
ISfwuHmt of ilMiuiid employees in United States. — Number and 
salaries of gmieral ^iffioers more than four times as much as the 
number and salaries of the general officers of the United States, 
States, and Territories. — Operating expenses throughoat the 
world. 

Operating Expenses. — Under the head of operating 
expenses is included every possible expense and dis- 
bursement of money, except interest on bonds, divi- 
dends on stock, and taxes, to which a finislied line of 
railroad is subjected. If the company pays for killing 
a cow, it is charged as operating expenses. If the presi- 
dent of the road is paid $75,000 in the way of salary, 
it is charged to operating expenses. All salaries, 
wages, commissions and "presents" are charged up as 
operating expenses. When, in violation of the law, 
discriminations are made, and rebates paid to favored 
friends of the road, the amounts so paid are called 
k' operating expenses." If legislation. State or Na- 
tional, needs looking after in the interests of the roads, 
the expense incurred is part of the operating expenses. 
When contributions are made in aid of a political party 
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at a special or general election, the amount so given is 
accounted for under the head of " unclassified operating 
expenses." It appears in Table No. 14 that operating 
expenses during the five years from 1892 to 1896 inclu- 
sive averaged 67.46 per cent, of the gross earnings of 
all the roads reporting to the Interstate Commerce 
Commission. The lowest per cent, during these five 
years was in 1892, when operating expenses amounted 
to 66.67 per cent, of the gross earnings, and the highest 
per cent, was in 1894, when operating expenses amounted 
to 68.14 per cent. 6f the gross earnings. The reports 
of the railroads upon which the " statistics " of the In- 
terstate Commerce Commission are based, are made by 
the companies under the requirements of an act of Con- 
gress to "Regulate commerce between the States"; 
and as evidence of the truth of these reports made by 
the companies, the following statement made by the 
Interstate Commerce Commission, on pages 63 and 64 
of its Report to the Senate and House of Representa- 
tives on December 3, 1894, is submitted for the read- 
er's consideration : 

"ANNUAL REPORTS OF COMMON CARRIERS. 

"Pursuant to section 20 of the act to regulate com- 
merce, reports are required to be made to the Commis- 
sion by all common carriers subject to the act, showing 
in detail the amount of capital stock issued by each of 
such common carriers, the dividends paid, its surplus 
fund, the funded and floating debts, the interest paid 
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thereon, salaries paid, amoants expended, how expended, 
the earnings and receipts from all sources, the balance 
of profit and loss, and a complete exhibit of the financial 
operations of the carrier for each year, including an 
annaal balance sheet. 

"In response to this requirement an important rail- 
road system filed with the Commission a report, verified 
by the oaths of its president and auditor, for the year 
1893. It subsequently appeared from a statement made 
by an expert accountant, who made an examination of 
its affairs and accounts on behalf of parties interested 
therein, that during the period covered by said report 
large sums of money had been paid out by the company 
by way of rebates and drawbacks, but were falsely 
covered under the head of legitimate expenditures. 

"Under the existing law no indictment for perjury 
can be predicated upon such false and fraudulent report, 
though made under oath. In ord^r to prevent the 
making of such false reports, offenders in this respect 
should be subjected to punishment for pei-jury. It is 
important also that carriers required to make reports 
under the law should be subject to reasonable penalty 
or forfeiture for failure to do so." 

It appears from the above statement of the Inter- 
state Commerce Commission that some of the reports 
made by the corporations are not only entirely unreli- 
able, but that they are deliberately false, and made with 
intent to deceive the public ; not only that, but it also 
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appears that the making of a report at all, is optional 
on the part of the corporations, there being no penalty 
for a failure to comply with the law in that respect. 
The reader will notice that in no instance do the reports 
as contained in Table No. 14 cover the entire mileage 
of railroad in operation during that year as shown in 
Table No. 1. It must suggest itself to the reader that 
if the corporations falsify their reports in one respect, 
why not in another? Why may they not report a 
smaller amount than they received as gross income or 
earnings? Why may they not report operating expenses 
as greatly in excess of the actual cost? Why not falsely 
charge up to "maintenance of way and structures" ex- 
orbitant salaries paid to officers? Why not charge to 
"conducting transportation" large sums paid out to 
influence executive, legislative and judicial officers? — 
for it is generally believed that the corporations use 
money for that purpose. Neither the States nor the 
General Government have any control over the system 
of bookkeeping used by the corporations. Operating 
expenses can never be known by the law-making power 
until that power shall assume entire control over rail- 
road bookkeeping. As to the necessity of such control, 
an extract from the Report of the Interstate Commerce 
Commission to the Senate and House of Representatives 
on December 2, 1895, page 63, is here submitted for 
the reader's consideration : 

"Public control over corporate accounts might justly 
be carried so far as to guarantee to investors the in teg- 
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rity of the statements upoD which the value of their 
property depends. Such an episode, for example, as 
that which recently startled the country, in which the 
official of a railway corporation deceived investors by 
erroneous charges amounting to millions of dollars, 
would not have been possible after ten years of success- 
ful operation of a system of public supervision over 
accounts. The many parasites also on corporate man- 
agement by which profits are sucked up before the 
claims of stockholders are reached would be brought to 
light by a system of public supervision over accounts, 
and if exposure did not cause these abuses to disappear 
they might be dealt with in the light of explicit infor- 
mation. 

" Few persons appreciate the extent to which railway 
corporations are engaging in businesses outside the 
legitimate service of transportation, or the extent to 
which businesses legitimately a part of the transporta- 
tion industry are delegated to outside agencies. The 
problem approached in this manner is indeed a great 
problem, and it may take years to work out of the con- 
fusion into which the supremacy of private interest in 
corporate management has brought the railway system 
of the United States ; but respecting one fact there can 
be no difference of opinion, and that is, that the first 
step toward this end is the development of a legally 
prescribed system of bookkeeping which the carriers 
shall be obliged to follow. In no other way can a just 
and equitable value be assigned to railway property, 
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« 

B\iice in no other way can the earnings of sach property 
be accurately ascertained. It is believed that the in 
vestor even more than the public would be benefitec 
by public supervision over railway accounts. The onlj 
interest endangered by such a measure is that of th< 
speculator, whose margin of profit is in proportion t< 
uncertainty, and that of those railway officials who an 
not content with the payment of a salary, but who ere 
ate an income incidental to the management of th< 
property, — an income which in many cases is the frui 
of dishonor." 

From the year 1871 to 1896, inclusive, the railroad 
collected as gross earnings from operation $20,399,244:, 
127. Of this amount the sum of $13,514,043,629 i 
accounted for as having been expended in operating 
the roads, leaving the sum of $6,885,200,598 as ne 
profit on the amount invested in the roads. (See pag< 
336, Statistical Abstract of the United States for 1897. 
During these twenty-six years the net profits on opera 
tion amounted to $2,047,204,086 more than the presen 
value of all the roads. The reader will observe that th< 
vast sums realized by the corporations in the way of pub 
lie donations, by the sale of the millions of acres of lan( 
granted to them by Government, and from other sources 
are not included in the above statement of net profits 
As to the manner in which the $13,514,043,529 wa; 
used in payment of operating expenses. Tables Nos. 11 
and 16 will partly explain. Table No. 15 is a summary 
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of the employees of the roads by class and per 100 miles 
of line for five years ending with June 30, 1896, while 
Table No. 16 gives the average daily compensation of 
the different classes of employees for the same length of 
time. The reader will observe that in Table No. 15 all 
oflScers prior to 1894 are called "General Officers," but 
as there was an increase in that class of 506 in the year 
1893, it was probably thought best to designate some of 
them by another name ("There's nothing in a name"), 
and when 1894 saw a further increase of 425 in the 
officer class, 1,778 of them were designated as "Other 
Officers," while 5,257 of tliem remained "General Offi- 
cers." In 1895 there was a still further increase of 
906 in the officer class, and 2,634 are now "other offi- 
cers," while 5,407 are general officers. In 1896 there 
was an increase of 149, showing a total increase of 
*' general" and "other" officefs of 1,986 in four years. 
Table No. 1 will show that it was not a great increase 
in railroad mileage that necessitated this alarming in- 
crease in the number of fftilroad officials, for during 
these four years there were but 7,412 miles of railroad 
constructed in the United States. The per cent, in the 
increase of railroad officers should be in proportion to 
the per cent, of increase of dther railroad employees and 
of the railroad mileage under their supervision. The 
Locomotive Firemari^s Magazine of April, 1898, says as 
follows on this subject: 

"The following is the increase in the per cent, of 
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railway mileage, of the number of railway employees, 
and the number of railway officials: 

Total mileage of railways in the, United States, 

June 30, 1892 171,663 

Total mileage of railways in the United States, 

June 30, 1896 182,776 

Per cent, of increase .06^ 

Total number of railway employees in the 

United States, June 30, 1892 815,311 

Total number of railway employees in the 

United States, June 30, 1896 818,530 

Per cent, of increase .OOf 

Total number of railway 'general officers' and 
'other officers' in the United States, June 
30, 1892 6,104 

Total number of railway * general officers' and 
' other officers ' in the.- United States June 
30, 1896 8,090 

Per cent, of increase . . . ., .32J 

"This shows that whil^ the mileage has increased a 
little over 6 per cent, and t|ie number of employees only 
about f of one per cent., thig number of 'general' and 
'other' officials has increased more than 32 per cent." 

It appears by Table No. 16 that while there were 
6,610 general officers in 1893, there were but 5,257 
of that name in 1894, for some reason best known to 
themselves, — probably for a mere disguise of the fact 
that they are all "general" officers. Of the general of- 
ficers in 1893, 1,353 appear in their reports as "other" 
officers in 1894. From the fact that only average rates 
of compensation are given, there is no way by which the 
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public can determine whether this change in name w&b 
followed by a change in compensation. It appears from 
Table No. 15, that on June 30, 1896, there were 826,- 
620 persons in the employ of the railroads, of whotQ 
93,339 are described as "employees" and "all otlxer 
employees and laborers." 

TABLE Ko. 16.— CoMPABATiTS Summart ov Atbraov Daily Compsi*' c^* 

TION OF KAILWAT EmPLOTBBS TOH the YkABS ENOlNtt JUMB 30, 1896, 

1.95, 1894, 1893, AMD 1892. 
[From the Report of the Interstate Commerce Commission.] 



Class. 


Average daily compensation in dollna "W- 
( United States.) 




1896. 


1895. 


1894. 


1893. 


18K32. 


General officers 


$9 19 
6 96 

2 21 
1 73 

1 62 

3 65 

2 06 

3 0.> 

1 90 

2 26 
2 0:{ 
1 69 
1 70 
1 17 
1 74 
1 93 

1 94 
1 63 


99 01 
5' 85 

2 19 
1 74 

1 62 

3 65 

2 05 

3 04 

1 90 

2 22 
203 
1 70 
1 70 
1 17 
1 75 
1 98 

1 91 
1 65 


99 7L 
5 75 

2 34 
1 75 
1 63 

3 61 
203 
3 04 

1 89 

2 21 
2 02 
1 69 
1 71 
1 18 
1 75 
1 93 

1 97 
1 65 


97 84 

"'2*23' 
1 83 

1 65 
3 66 

2 04 

3 08 

1 91 
233 

2 11 
1 75 
1 75 
1 22 
1 80 
1 97 

196 
1 70 


^762 


Other officers 




General office clerks 


■^ 20 


Station aerents ■ 


1 81 


Otber station men 


1 68 


EnKinemeu 


^68 


Firemen 


22 07 


Conductors 


2 m 


Other trainmen 


1 89 


Machinists ■ 


^20 


Carpenters 


£08 


Other shopmen 


1 71 


Section foremen 


T 76 


Other trackmen 


^ 22 


Switchmen, flagmen and watchmen. . . 
Telegraph operators and dispatchers.. 
Employees — account floating equip- 
ment 


178 
193 

207 


All other employees and laborers 


167 



Table No. 16 shows that the rates of compensation 
of railroad employees did not remain stationary from^ 
1892 until 1896, and as a good and plain illastration o0 
how those rates stood at the beginning and end of thos^ 
five years, by permission of the editor the following^ 
table is copied from the April number (1898) of the 
Locomotive FiremaTi^s Magazine: 

*'The following is ^ comparative summary of tb 
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'Average Daily Compensation' of railway officials and 
employees of the United States for the years ending 
June 30, 1892, and 1896, compiled from Interstate 
Oommerce Commission reports: 

TABLE Ko. 17. 



Class. 



Q-eneral officers 

Other officers 

O-cneral office clerks. 

illation agents 

5I^ther station men. .. 



•Ti^neers 

-»^ Ireraen 

C^ondactors 

C>ther trainmen 

IVf achinists 

C^arpenters 

^ >tber shopmen 

Section foremen 

<r>ther trackmen 

^wit«-hmen, flagmen, and watchmen 

'X'elesrraph operators and dispatchers 

Imployees— account floating equipment 
lU other employees and laborers 



1892. 



f 7 es 



2 
1 
1 



20 
81 
68 
3 68 
2 07 
07 
89 
29 
08 



1 71 



1 
1 
1 
1 
2 
1 



76 
22 
78 
93 
07 
67 



1896. 



e9 19 
596 

2 21 
1 73 

1 62 

3 65 

2 06 

3 05 

1 PO 

2 26 
2 03 
1 f9 
1 70 



1 17 
1 74 
1 93 
1 94 
65 



1 



Inc. 



81 57 



01 



Dec. 



08 
06 
03 
01 
02 



03 
06 
02 
06 
05 
04 



13 
02 



"This table tells its own story. It shows that, not- 
'^i^ithstanding the 'good times' of 1892 and the subse- 
<qnent 'crash' that followed, the salaries of 'general 
officers' have increased an average of $1.57 per day, 
«nd that the wages of employees have suffered repeated 
redactions on many roads." 

It mujst appear to any reasonable man that many 
classes of employees mentioned in Table No. 16 are not 
jnstly compensated for the service they perform, and 
the risks of life and limb to which they are subjected. 
For the purpose of paying salaries, interest, and divi- 
dends, the wages of the men upon whose vigilance and 
9^11 the safety of the public depends have year by 
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« 

year been cat down, until they have reached a point at 
which the employees and their families can barely 
exist; while on the other hand, the salaries of 
officers and the n amber of officers have increased 
year by year, until the amount collected from the 
public in fares and freights for the payment of the 
salaries of railroad officials in the year 1896 was $689,- 
798 more than the Government paid for the entire sup- 
port of the army of the United States for that year. 
The 2,718 "other officers" received for their services in 
the year 1896 the sum of $6,912,737, which was 
$84,537 more than all the general officers of the United 
States at home and abroad, and all the general officers 
of the forty-five States, and all the Territories, received 
for the service they rendered for the publis. The sala- 
ries of the 6,372 general officers of the railroads 
amounted to the sum of $18,019,668 for the year 1896, 
which is more than three times as much as all the gen- 
eral officers of the United States and all the States and 
Territories received for their services ; while the "gen- 
eral " and *' other " railroad officers received as salaries 
in the year 1896 more than four times as much as was 
received by the general officers of the United States, 
States, and Territories. It is true that Table No. 18 
fixes the amount received by general officers at 
$12,497,957, and that received by "other officers" at 
$5,301,119, making a total of $17,779,076 for all 
officers, being $6,153,229 less than the amount shown 
}n Table JJo. 20, which is there obtained by multiply- 
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ing the daily compensation by the number of officers in 
each class and again multiplying the product by the 
number of days in the year. Salaries are usually paid 
by the month or year, while wages are generally paid 
by the day, week, or month. Table No. 16 shows what 
the salary of an officer amounts to per day, when the 
total amount of that salary is divided by the ftumber of 
days in the year; and while Table No. 18 shows that 
the "general" and ''other" officers receive only 
$17,799,076 per year, Table No. 19 makes it appear 
that only general officers receive a salary, and the total 
amount is only $8,761,208 for the year 1896. But the 
reader will also notice that while the designation 
"other" officers is nowhere mentioned in Table No. 19, 
it does appear in that table that some unnamed persons 
receive $4,807,224 for superintending "maintenance 
of equipment" and $12,494,620 for superintending 
''transportation," while the table shows that $12,436,- 
427 is the total amount charged up to "other expenses"; 
and in Note 1, at the foot of the table, it is shown that 
$51,268,278 was excluded by the Interstate Commerce 
Commission from the Report in 1896, for want of any 
classification at all, and that $50,491,776 was excluded 
from the report of 1896 for the same reason. Is not 
the public justified in believing that this $101,760,063 
of money, collected as fares and freights from the pro- 
ducers of the country, was "sucked up by the many 
parasites on corporate management " mentioned by the 
Interstate Comhierce Conamission in its report for the 
jfrearl896? 
-—5 
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a Total Ahoiiiit or Teablt CoMm- 
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\Wb. 










11 

1 
11 
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312.7*8 
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If the statement in Table Ko. 19 as to salaries were 
trne, even that shows that tlie salaries oE the general 
oHicers of the railroads were in 1896 more than one- 
half more than the salaries of all the general officers of 
the United States, States, and Territories. But Table 
No. 19 is not true as to salaries of officers, in that it 
does not give the full amount under that head received 
by officers of the roads. Poor's Manual of Bailwajs 
for 1S97 gives the names of many supenotendenta as 
follows: Atchison, Topeka & Santa Fe Ry. — General 
Superintendent, H. U. Miidge; Superintendent of Car 
Service, C. W. Kouns; Superintendent of Machinery, 
John Player. Cincinnati, Hamilton & Dayton Ky. — 
General Superintendent, R. B. Turner; Snperiatflndent 
pf Xi'Bcks and Structures, I. F. White ; Superintendent of 
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Uar Service, G. H. Wade; Superintendent of Motive 
Power, Chas. H. Cory. Erie K. E. Co. — General Su- 
>erintendent, C. R. Fitch ; Superintendent of Transpor- 
ation, G.Van Keuren ; Superintendent of Motive Power, 
L E. Mitchell ; Superintendent of Telegraphy, W. J. 
lolmes. And so in nearly all of the 836 different lines 
)f railroad mentioned in the "Directory of Railway 
ilBcials," this attempt to cover up salaries under the 
lesignation of "superintendence" is a thin device. No 
'easonable person will say that railroads can be con- 
itracted and operated without officers, but when the 
lumber of officers becomes an unbearable burden upon 
he people by reason of the large sums of money ex- 
orted from them to pay official salaries, the questions 
laturally arise : Are there not too many railroad of- 
icers? and. Do they not pay themselves more than 
heir services are worth? Every one knows that the 
>eople pay the salaries of raih'oad officials, just as they 
>ay the salaries of County, State, and United States 
)fficials. Railroad companies can have but one legiti- 
nate way of earning money, and that is by operating 
he roads in the carriage of passengers, freight, mails, 
express matter, etc. The public pays the fares and 
'reights, and the people have the right to make objec- 
;ion to unreasonable rates and to the payment of un- 
*ea8onable salaries to railroad officials. 

The reader will understand that figures given in all 
;hese tables from the reports of the Interstate Commerce 
[Commission, are based on the reports furnished to the 
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Commission by tbe railroads, and that the Commiei 
is not answerable for tbe obvious contradictions ther 

TABLK No. 19.— SnmciBr Snowmo Classificatioh of Op>bati»c 



[Fmm theStstlBtlcaLRcport of tbel 



te Commerce Con 



6. Bepijra and ranewala or lencee, i 

BlgDBi and eattle-gaards 

7. BepKin kud renewsla of docks a 
B. Repalra and renewalB of Ulegra; 
0. SUtionerjBnd printing 



nnewale of paaiteneer 



Total 



54, Oil, lal:ow and wsatH 
2S. Other euppllu for loi 

B8. TmlOBerFlcB 

SI. Train BDppllcB and « 
SB. Bwllcimen. flagmen, 
£S. Tplegropb expeuBCB ■ 

31, SIBtInn HDppllei 

55. Swltchinx ctiHrgce — 



4, MB, 534 
13,818,611 
1,94B,S3a 

iwisis 
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IBDfl. 


1886. 


jtiTiito TniBBPoiiTirios — Conrladed. 
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a3,s8B,e3s 
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OwTnilotsl 


»7Ji,;30,7«) 


1M7S.25S,6M) 



iclndei KI,^S.2», ancluBincd. >Eiclii(leBKa.4BI,T7S, anclweiaed. 

le roads, after fiirnisliiiig tlie reports from wbich 
is No3. 15, 16 and 18 iire made np, for tlie pnr- 
of making it appear that tlie roads pay annnnlly to 
re and employees tlie total ainoniit of Si')S,824,- 
whicli sum covers every expense for personal ser- 
that any ofKcer or employee named in Tables Nob. 
.6 and 18 could perform, the corporations again 
h compensation to employees aud ofBcers under 
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such heads in Table No. 19 as "Kepairs of roadway,^ 
"Superintendence," "Engine and round-house men," 
"Train service," "Switchmen, flagmen, and watchmen,^ 
etc., etc. Having accounted for the $468,824,631 iia 
Tables Nos. 15, 16 and 18, why do they not go on i"*^ 
Table No. 19 and account for the other $304,164,5L ^ 
of the 1772,989,044 operating expenses, by giving tbm- ^ 
prices of rolling stock and all kinds of materials aim ^ 
supplies bought by the roads? Such a report woui- ^ 
present to the people information of a practical kin^^. 
Pages from 124 to 259 of the Statistical Report ikidI 
the Interstate Commerce Commission for 1896 are takt. -^p 
up in telling the public who owns and who operates tl — 3( 
roads, and the names of the roads so owned and op e ^ r 
ated. What do the people care about who owns or wtz — »< 
operates a road, when that information in no way ^^^ n 
ables them to judge of the reasonableness of ratei 



Pages from 264 to 337 of the same report are taken w- ^f 
in giving the amount of stocks and bonds issued ai^nd 
outstanding per mile on the different roads, but not: a 
word is said about the present value of the roads, n ^^r 
of the amount of money honestly expended in th^ir 
construction. The public has known for a great matij" 
years that the roads are stocked and bonded for about 
three times as much as they are worth, and for mare 
than twice as much as they cost. If those pages con- 
tained a true statement of the different items entering 
into the cost of construction, the cost of issuing them 
would not be thrown away. The reports should give 
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the date of construction of each road, the cost of the 
right-of-way and of the lands used for terminal and 
other purposes, the number of cubic yards of earth and 
rock excavations, the cubic yards of earth in embank- 
ineiits and the cost of making them in grading the 
road ; the number and length of bridges and trestles, 
the cost of all kinds of materials, etc., etc. Pages from 
^42 to 393 are taken up in giving information to the 
public concerning the amount of money collected from 
the people in the carriage of passengers and freight, but 
Hot a word is said about the numbers of passes that 
M^^ere given to United States, State, county and city 
officials for the year ending June 30, 1896. Nothing 
is said about the amount of money that has been paid 
back in the way of rebates to favored shippers, and 
falsely charged up to "operating expenses." Nowhere 
in the reports do we find a statement of the amount paid 
to the president of any railroad ; average salaries are 
given, and all the changes are rung on the averages. 
The law should require the exact salary paid to each 
class of oiEcers to be given in dollars and cents, in the 
same public manner that the salaries of United States, 
State and county oiEcers are published, and that the re- 
ports be filled with statistics that will entertain and in- 
struct the people. There should be a radical change of 
matter in the reports. 

In Table No. 20 will be found nearly all the general 
officers of the United States, States, and Territories, and 
their individual or aggregate salaries. It is not claimed 
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that the list is complete as to all general ofScers, bnl 
is suflSciently so for the purpose for which it is intend 
When there are a large number in a class, to give 65 
one's name and the amount of salary received by 1 
would require too much time and space. Under 
designation " 105 assistant secretaries," etc., etc., are 
eluded such United States officers as, " Director of 
Mint," "Treasurer of the United States," "Surg 
General " and " Paymaster General " of the United Stj 
Army, "Commissioner of Internal Revenue," "C 
missioner of the Land Office," etc., etc., — all of wl 
positions are equally as important and require as m 
ability in the incumbent as any position that is filled 
any railroad official in the United States. The tab) 
intended to show the startling disparity between 
amount of money paid by the people to the officer 
Government for their services, and the amount that 
railroad officials collect from the people and paj 
themselves for their services. In 1896 Congress 
propriated for the support of the army the sum of $ 
252,608. Tables Nos. 15 and 16 show that the pa; 
the "general" and "other" railroad officers for 1 
amounted to the sum of $23,932,305, or 1679,697 nr 
than it cost the people to support the army of 
United States; and if the future may be judged by 
past, it is safe to say that the number of "general " 
"other" railroad "officials" will still continue to 
crease. 

In their indictment of the British King the patr 
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1776 say as follows in their Declaration of Inde- 
ndence : " He has made judges dependent on his will 
)ne, for the tenure of their offices. He has erected a 
iltitnde of new offices, and sent hither swarms of 
icers to harass our people and eat out their sub- 
nee." ..." For imposing taxes on us without 
r consent ; for cutting ofif our trade with all parts of 
> world." In many of the States the corporations not 
ly elect the judges, but make their re-election depend- 
: upon their rulings being favorable to the railroads, 
candidate for a position on the Federal bench is seldom 
pointed if opposed by the corporations. Tables Nos. 

and 20 show that the railroad corporations have 
sated at least four times as many "general officers" 
have been created by the United States and all the 
ite and Territorial governments. The substance of 
» American producers is eaten up by the enormous 
aries of this swarm of modern locusts called "gen- 
I railroad officers." It is not now, nor ever will be 
>wn, how much of the hundreds of millions of dol- 
i that are accounted for as operating expenses of the 
roads is annually paid out by the corporations as 
iries to "general officers." Kates fixed by the cor- 
'ations to be paid by the people for the use of a rail- 
d, a public highway, are taxes. Whenever a State 
liorizes or permits a railroad corporation to arbitra- 
'' fix and collect taxes in the way of fares and freights 

a public highway, the person who pays such fare or 
ight is by the State " deprived of his property with- 
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out due process of law." "The right of taxation is tlic^ 
highest prerogative of sovereignty. Its exercise i^ 
necessary to the very life and existence of the Stat^- 
Its possession marks, regardless of the nominal form o^ 
government, the real nature of the government, wheth^i^ 
republican, monarchical, or autocratic. It is the pow^^r 
of the purse, to which the power of the sword is amemre 
sequence. It seems anomalous, therefore, that such a 
power should be capable of alienation in perpetuity t^y 
the legislature of a free State, and that any portion ^:oi 
it could be irrevocably bargained away for any consL ^- 
eration to a corporation or anyone else." So says ]m_r. 
Justice Clark, in Wilmington c&e, H, Co. vs. Alshroc^^k^ 
110 N. C. 137. 

Regardless of what any railroad charter may conta^E-D, 
the right to tax the people by fixing rates on pub ^ic 
highways remains with the State. It is a right of 
which the State, under a republican form of governraer^t, 
cannot divest itself. The right is inalienable, and c^an- 
not be lost by nonuser. Former legislatures have at- 
tempted to bargain away to the corporations the ripght 
of the State to fix the rates for transportation on "fclie 
railroads, but all acts and contracts for that purpose ^»re 
in direct violation of Section lY, Article IV of "tie 
Constitution of the United States, which provides ttMat 
" The United States shall guarantee to every State in 
the Union a republican form of govern ment." The 
corporations have cut off, or rather, prevented, the trade 
between the States, and between this conntry and the 
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ther parts of the world, on many of the products of the 
irms, by fixing rates so high as to prevent any return 
> the producers after paying freights and other ship- 
ng expenses. 

^.•pT.i?. ifo. 20.— Salabibb ot OmoBRs of ths United States, States, 

AND Tebbitobies, 1897. 

1 President of the United States at t50,000 960,000 

1 Vice-President at 18,000 8,000 

8 members of the President's cabinet at 98,000 each 64,000 

9 Justices of the U. S. Supreme Court, 8 at 910.000, 1 at 910,500 .... 90,500 

22 Judges of the U. S. Circuit Court at 96,000 each 132,000 

es Judges of the U. S. District Court at $5,000 each 340,000 

5 Judges of the U. S. Court of Claims at 94,500 each 22,500 

ao U. S. Ambassadors and Ministers Plenipotentiary at from 15,000 

to 917,500 each 306,500 

00 United States Senators at 96,000 each 450,000 

157 Members of Congress, 356 at 95,000 each, 1 at 98,000 1,788,000 

8 Major Generals of the U. S. Army at 97,500 each 60,000 

5 Bear Admirafs of the U. S. Navy at 96,000 each 30,000 

106 Assistant Secretaries, heads of Departments, Bureaus, and Di- 

Yisions at Washington, at from 93.000 to 97,000 each 443,450 

3 Ciyil Service CommisHioners at 93,500 each 10,500 

1 Commissioner of Labor 5,000 

5 Interstate Commerce Commissioners at 97,500 each 37,500 

324 Administrative officers of 45 States and 4 Territories, to wit : 
Governors, Lieutenant Oovemors, Secretaries of State, State 
Treasurers, State Auditors, Attorney Generals, Sunt of Public 
Instruction, Surveyor Generals, etc, at from 9400 to 910,000 

each 850,000 

256 Supreme Court Judges of 45 States and 4 Territories at from 

92,000 to 912,600 each 1,140,280 

297 Total 96,828,200 

Average salary per annum of 1297 United States, State and Ter- 
ritorial officers 94,493 

Salaries of officers of railroads in the United States in the year 1896 : 

,718 " Other officers " at 95.96 per day per year 95,912,737 

.372 " General officers " at 99.19 per day per year 18,019,568 

,090 Total for all railroad officers per year 923,932,306 

Appropriation by Congress for the support of the army of the 

fjnited States in the year 1896 923,252.608 



Table No. 21 gives the per cent, of operating ex- 
>ense8 to total earnings on all the railroad mileage in 
he world, and shows that in only four countries, Den- 
nark, Norway, the Dominion of Canada, and Algeria, 
ire the operating expenses as high as in the United 
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States. There were in 1897, in Denmark, 1,409 miles 
of railway; in Norway, 1,072 miles of railway; in the 
Dominion of Canada, 16,536 miles of railway ; and in 
Algeria there were 2,700 miles of railway. Thus of 
the 434,365 miles of railroad in the world in 1897, on 
only 21,716 miles were the operating expenses as great 
as in the United States. While Table No. 4 makes it 
appear that the average operating expenses amount to 
but 67.46 per cent, of the gross earnings for the five 
years ending June 30, 1896, it is done by calling taxes 
fiixed charges and not including them in the expenses 
of operation. It is claimed by all the railroad authori- 
ties that the average cost of operating the roads is 70 
per cent, of the gross earnings. By the States abolish- 
ing the taxation of railroads, valuing them at their full 
present value, properly regulating the number and sal- 
aries of railroad oflScials, the operating expenses can 
easily be brought to 55 per cent, of the gross earnings, 
and at the same time pay railroad employees better 
wages than they now get. By reducing the operating 
expenses to 55 per cent, of gross earnings in 1896, the 
people could have paid 5 per cent, on the full present 
value of the roads, $4,837,558,512, and had $275,698,- 
295 left to the producers; or could have paid 6 per 
cent, interest on the full value of the roads, and have 
had $227,322,710 left for the purpose of paying off 
mortgages. 
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TABUS No. 21.— Showing Pergbntaob of Working Expenses to Gross 

Beceiptb and Pergbntaob of Interest Paid on Capital 

Inyebtbd in Various Countries. 

[From the Report of the Interstate Commerce Commission, 1894.] 



Country. 


Percent- 
age of 
working 
expenses. 


Interest 

on 
capital. 


Country. 


Percent- 
age of 
working 
expenses. 


inter :st 

on 
cap.tal. 


United Kingdom .. 
Fr{ince 


Per cent. 
52 
52 
54 
57 
56 
65 
44 
43 
62 
70 
86 
54 
52 


Per cent. 
4.1 
3.8 
5.1 
5.3 
3.1 
2.5 
4.4 
3.3 
2.9 
1.8 
1.2 
2.9 
4.6 


Switzerland 

Ronmania, etc — 
Europe 


Per cet. t, 
53 
60 
54 
70 
70 
67 
43 
50 
63 
52 
70 
46 
62 


Per cent. 
4.1 
2.7 


Germany 


3.7 


Russia 


United States 

Canada 


3.1 


Austria '. 


1.7 


Italy 


Spanish America. . 
Japan 


1.6 


Spam 


3.1 


Portnsral 


India 


5.2 


Sweden 


Australia 


3.3 


Norway 


South Africa 

Al&reria 


4.3 


Denmark 


1.6 


Holland 


Egypt 


4.1 


Belgium 


The world 


3.2 



Chapter 5. 

Oyer-issue of stocks and bonds. — How money is raised for the con. 
struction of roads. — Bonds issaed are generally in excess of the 
value of the road. — Stocks generally represent no item of the 
cost of construction. — Aggregate capitalization of railroads in the 
United States. — Face value of the bonds alone exceeds the value 
of all the roads by more than $578,516,457. — Total value of all 
the roads a little more than two-fifths of the face value of the 
stocks and bonds issued on them.— Statement of the Interstate 
Commerce Commission as to over-issue of stocks and bonds. 

Railroads are usually constructed through the follow- 
ing means : A few persons, from five to ten in number, 
who as a general rule are not capitalists, but are 
what are known as " promoters," associate themselves 
for the purpose of forming a corporation and obtaining 
a "charter" for the construction of a railroad between 
certain points or through certain territory, or for the 
construction of roads generally. Having selected a 
general route, they raise by borrowing or otherwise 
money enough to pay the expenses of making preliminary 
surveys over two or more slightly different lines be- 
tween the terminal points of the proposed road. The 
people living along the alternate lines at once become 
interested in having the road located near their farms 
and towns, and many of them offer to give the com- 
pauy a right of way through their lands, as well as to 
make liberal donations of money, provided the road is 
permanently located on a specified line. The road is 

(78) 
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nsnally located, other advantages being about equal, on 
that one of the alternate lines that offers the largest do- 
nations. Liberal donations having been subscribed by 
the people, the promoters ^ — who are the stockholders 
and oiEcers of the company — have no diiEculty in rais- 
ing money enough, by collecting the donations or secur- 
ing loans on them, to build the first section of a few 
miles in length, of the road, which they at once bond 
for much more than the cost of the completed section. 
It is usually at this point of time in the construction of 
the road that the capitalist makes his appearance, and 
after satisfying himself that the interest provided for in 
the bonds, which is usually from four to seven per cent., 
will be paid when due, takes them at a liberal discount 
from their face value. The proceeds of the first bond 
sale are usually more than suflScient to construct an- 
other short section of the line ; after which another sale 
of bonds takes place, — and so on, as often as an addi- 
tional section is finished, until the entire line is com- 
pleted, at which time the road has generally been 
bonded for more than it cost to construct and equip it. 
Everything has been paid for, and in nine cases out of 
ten not one cent of the money that was expended in 
constructing and equipping the road came from the 
pockets of the stockholders, who have in the meantime 
drawn enormous salaries as officers of the company. If, 
as under the laws of some of the States the stockholders 
are required to do, they have paid into the treasury of 
the company a certain per cent, on their stock subscrip- 
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tions, the money remains in the treasury, and out of it 
their first annual dividend will probably be declared and 
paid. The face value of the stock issued per mile of 
road is on an average about the same as the face value 
of the bonds that have been issued. It happens in 
about one corporation in ten, that the stockholders are 
possessed of sufficient means to enable them to con- 
struct and equip the road without at first bonding it 
to the full amount of the money expended. In such 
case, of course, the stock they hold would represent a 
portion of the cost of construction ; but on almost 
every road the face value of the bond finally issued is 
greater than the actual cost of the road, and when 
that is the case, of course the stock represents no 
item of the expense of construction and equipment. In 
such case the stock is issued by the promoters of the 
road to themselves or to others without the payment of 
any consideration that benefits the public in any man- 
ner, and such stock is not entitled to earn dividends that 
must be paid by the public. The bondholders are sat- 
isfied with the interest that the bonds bear, else they 
would not have bought them. In no case should the 
stock be allowed to earn dividends when the bonds 
issued equal the value of the road. It should not be 
forgotten that the railways are public highways, con- 
structed by the exercise of one of the highest powers 
of sovereignty, the power of eminent domain. 

Table No. 4 shows that on the mileage represented in 
th^t table, the corporations have issued $5,094,565,649 
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i capital stock and $5,382,680,329 of bonds, making 
m aggregate capitalization of $10,477,245,878, or an 
iverage of $60,262 per mile on the 173,860 miles of 
oad represented, which average, when applied to 182,- 
'76 miles of road, the whole number of miles of main 
ine in existence on June 30, 1896, gives an aggregate 
apitalization of $11,014,485,277, which is $6,176,926,- 
65 more than the total value of the roads as shown in 
'able No. 12. These figures do not include the cur- 
3nt liabilities nor floating debts, which aggregated 
994,026,643 on June 30, 1896, and are alleged to be 

part of the cost of construction ; nor do they include 
le $1,404,130,581 of stocks issued by the "Joint 
raflSc Association," organized in 1896. (See World 
imanac for 1898, p. 126.) The $51,258,278 excluded 
'om the return of operating expenses for 1896, by the 
iterstate Commerce Commission, for want of classifi- 
ition (see Table 19), probably went to pay dividends 
n this "Joint Traffic Association" stock. The writer 
I unable to ascertain whether or not the "Passenger 
Lssociation " and " Freight Association " have issued 
:ock. These associations are probably some of the 
parasites" mentioned by the Interstate Commerce 
ommission. 

Table No. 5 shows that on the mileage represented 
lerein the corporations have issued $5,290,730,567 of 
ipital stock and $5,416,074,969 of bonds, making a 
tal capitalization of $10,706 805,536, or $59,965 per 
ile in stock and bonds, on the 178,549 miles of road 
-*6 
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represented in Table No. 5, whicli does not inclnde tYixt 
floating debt of $339,502,302, which in that table U 
claimed to be a part of the cost of construction. T?li€ 
average of $59,965 per mile, when applied to the 1^2^- 
776 miles of main line of road in operation on June 30, 
1896, gives a total aggregate capitalization of $10,- 
960,200,617 in stocks and bonds, which is $6,122,642,- 
105 more than the total value of all the roads on June 
30, 1896, as shown by Table No. 12. Table No. 5 
shows- that tlie bonds alone, issued on the 178,549 miles 
represented therein, are of a face value of $30,333 per 
mile and amount to $578,616,457 more than the total 
value of all the roads in the United States on June 30, 
1896. This average of $30,333 of bonds per mile, 
when applied to the 195,216 miles of main, second, 
third and fourth tracks as shown in Table No. 3, gives 
a total of $5,921,486,928 of bonds, which is $1,083,- 
928,416 more of bonds alone than the value of the 
240,129 miles of road as shown in Table No. 12, and 
when applied to the 182,776 miles of main line is $706,- 
585,896 more than the total value of all lines of road 
on June 30, 1896. It will be noticed that in no in- 
stance where the amount of stock and bonds is given, 
is the entire mileage, as shown in Table No. 3, given, 
and for that reason the public does not get a report of 
all stocks and bonds issued by the railroad companies; 
hence the oply way in which the public can arrive at a 
knowledge of the amount of stocks and bonds issued 
by the railroads of the United States is by a law re- 
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quiring such information to be furnished by each and 
every road, to the State and Interstate railroad com- 
missions, and fixing a heavy fine and imprisonment as 
the penalty for failing to strictly comply with the law. 
A. vast proportion of all the railroad stocks now on the 
uiarket were issued and sold by the corporations for a 
small per cent, of their face value. It is highly prob- 
able that the whole sum received by all the roads, for 
the stocks and bonds sold by them, does not amount in 
the aggregate to a sum much in excess of the present 
Value of the roads as given in Table No. 12. 

Mr. Robert P. Porter, Superintendent of the Eleventh 
Census, in a recent article in the Conservative says: 
"The value of farm property and products in 1890 was 
$15,982,267,689. The value of our railroads was in 
the neighborhood of 112,000,000,000." Mr. Porter is 
a statistician, and knows that the value of all "our" 
railroads in 1890 was not one-half of 112,000,000,000, 
and his article fi^fcs probably written for the purpose of 
squaring himself with the corporations for permitting 
the statement cited in the first page of this book, to ap- 
pear in the census of 1890. That he has succeeded in 
mollifying the corporations, is evidenced by the fact 
that he is now the special American commissioner to 
Cuba, and will probably be the Superintendent of the 
Twelfth Census in 1900. "Virtue is its own reward"! 

A careful examination of the statistics contained in 
the foregoing pages will convince an unprejudiced 
reader that the present value of all the railroads in the 
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United States is but a little more than two-fifths (f) of 
the face value of the stocks and bonds that have been 
placed upon the market by the railroad companies, and 
that the original cost of all the roads was not more than 
one-half the amount of the present face value of the 
railroad stocks and bonds, upon some of which the cor- 
porations are at the present time earning more than 10 
per cent, interest and 10 per cent, dividends. Since 
railroads stand between the producer and his market, land 
and agricultural products decrease in value in the same 
proportion that the value of railroads is increased, in or- 
der to give them the right to greater earnings, which 
the products of the land must pay. 

The Report of the Texas Railroad Commission shows 
that so far as Texas is concerned, the railroads have 
been stocked and bonded for almost three times the 
amount of their present value, and it is certain that a 
careful and just valuation of the roads in all the other 
States will show the same disparity in the amount of 
stocks and bonds issued and the value of the roads, as 
is shown in Texas. It is almost certain that the pres- 
ent value of all the railroads in the United States does 
not reach the sum of $4,837,558,512 as set forth in 
Table No. 12, and yet the companies have continued 
year after year in trying to earn dividends and interest 
on stocks and bonds of a face value of more than $10,- 
000,000,000. During the five years beginning with 
July 1, 1891, and ending with June 30, 1896, as shown 
in Table No. 14, the collections from the operations of 
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the roads amounted to the sum of $5,691,061,852, an 
average of $1,138,212,370 per year; and this vast sum 
was collected by the corporations from the people with- 
out in any manner being accountable to them as to the 
disposition made of it. During these five years the 
total net income from the operation of the roads 
amounted to the sum of $1,852,018,776, an average of 
$370,403,755 per year, which is 5 per cent, interest not 
only on the sum of $4,837,558,512, tlie total value 
of all the roads, but it is also 5 per cent, interest on the 
further sum of $2,570,516,588. Many people remem- 
ber the loud complaints that were raised in 1866 when 
it was announced by the Treasury Department that the 
public debt of the United States had reached the sum 
of $2,773,236,173. In those days farmers called their 
taxes "rents paid to the Government," and although it 
was known that the Government had been defrauded of 
many millions of dollars through the fraudulent letting 
of contracts and the purchase of inferior and worthless 
supplies of all kinds, and by the payment of two or 
three times the market value for serviceable supplies 
for the army, yet the people had borrowed and used 
the money and contracted the debts for the payment of 
which the bonds were issued and sold, and they felt that 
however heavy the burden, it was one of their own mak- 
ing and that justice required that full payment be made. 
But in the matter of railroad stocks and bonds the 
case is entirely diflferent. Neither the people nor their 
agents took any part in the creation of these fraudulent 
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evidences of ownership and debt. From the earliest 
days of railroad construction in this country, the people 
have objected to and opposed the fraudulent over-issue 
of railroad stocks and bonds, on the ground that it 
tended to increase the rates of fares and freights, but 
have been answered to the effect that the issue of 
stocks and bonds is a private matter between the cor- 
porations and other persons, in the transaction of pri- 
vate business which in no way concerned the public. 
The public not having been in any manner a party to 
the over-issue of railroad stocks and bonds, and the 
money received for them not having been expended 
under public direction or control, the public is in no 
way bound by them; and no honest public servant, 
whether in the executive, legislative, or judicial branch 
of the Government, will attempt to render valid as 
against the people these false, fictitious, and fraudulent 
evidences of ownership and debt. The owners of this 
over-issue of stocks and bonds have no right to com- 
plain if they fail to get their money back or to get in- 
terest and dividends thereon. In their case the doctrine 
of caveat emptor applies : they should have made due 
inquiry before buying. Nor would the public have a 
right to complain in the matter, were it not for the fact 
that the corporations fix exorbitant rates in trying to 
earn dividends and interest on these over-issues of stocks 
and bonds. 

Upon the subject of fixing rates so as to meet the 
dividends and interest on capitalization, I will here 
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qnote from pages 73 and 74 of the Report of the Inter- 
state Commerce Commission for 1896 : 

"financial condition of the carrier as an element 
in cases of unreasonable rates. 

" In the above-mentioned case relating to cotton rates 
from Indian Territory points to St. Louis, facts indicat- 
ing an embarrassed financial condition of the defendant 
carrier were among those considered bj the Commission 
in determining the reasonableness of the rates in ques- 
tion. The Commission said : 

*'*We do not overlook the financial embarrassment of the con^- 
pany, resulting from the demands upon its earnings to meet an in- 
vestment or capitalization aggregating $79,547 per mile. In view of 
the fact that the road rans through a comparatively level country and 
could tiave been built at moderate cost, the presumption is great that 
some of this money was improvidently spent or misapplied. But it 
remains an incumbrance and burden upon the road, though the 
financial condition of the company is much improved since the years 
previous to 1893, when its rates and charges were lower ; its strait- 
ened financial necessities should not be made to bear unequally upon 
the cotton trafQc. The financial necessities and conditions of the 
road should, like other facts, be given ** proper weight." We have 
held that ^*the reasonable rate should be liberal until earnings are 
sufficiently large for a fair return on the actual expenditure." {New- 
'^ land V, The NortJiern Pacific Railroad Company et al, 6 I. C. C. 
Rep., p. 131.) 

.*' * While the demands upon the road and its earnings must be con- 
sidered and receive due weight, they are not controlling to the extent 
that independent of all other circumstances, rates are never unreason- 
able until the earnings are sufficient to operate the road and meet all 
the obligations of the company. The absurdity of such a rule is ap- 
parent in the facts. The Missouri, Kansas & Texas Railway, de- 
fendant, and the Chicago, Rock Island <& Pacific Railway are both 
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carriers from and to the Indian Territory. For like distances their 
rates must necessarily be nearly the same to be reasonable. But the 
obligations of the defendant are $79,547 per mile, while the obliga- 
tions of the Chicago, Rock Island & Pacific Railway are $36,483, 
or less than half as much per mile. The stated obligations of the 
carriers between St. Louis and Texas, and St Louis and the Indian 
Territory, vary all the way from less than $13,000 to more than 
$103,000 per mile. As stated in their reports, the obligations to be 
met by earnings are eight times as great on some as upon others, and 
the impracticability of adjusting reasonable rates on the basis of the 
bonds and stocks issued or on capitalization is apparent.' " 

Why should the financial necessities of a company 
that has stolen or misapplied the money alleged to have 
been spent in the construction of its road, be taken into 
consideration by the Interstate Commerce Commission 
when fixing rates, especially as in this case, where the 
Commission knows the money was stolen or misapplied? 

It appears from the above quotation, that the capi- 
talization of the diiferent roads running practically 
through the same country and being of about the same 
length, varies from $13,000 to $103,000 per mile: 
$13,000 per mile, if it covers the cost of construction 
and equipment, is a very moderate cost for a standard- 
gauge road. Yet a road of that length, if built the 
greater part of the way over level country, with raediam- 
weight rail, few and short bridges, without expensive 
terminal facilities, and with a moderate amount of roll- 
ing stock, might be constructed and equipped for $13,000 
per mile. On the other hand, it is impossible that one- 
fourth of $103,000 per mile could have been honestly 
expended in the construction and equipment of any road 
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rnnning from the State of Texas to St. Louis, Missonri. 
It will be noticed tbat concerning the line capitalized 
at $79,547 per raile, the Commission says: "The pre- 
sumption is great that some of this money was improvi- 
dently spent or misapplied" (stolen). The extract is 
cited for the purpose of calling attention to the follow- 
ing sentence therein: "We have held that 'the reason- 
able rate should be liberal until earnings are sufficiently 
^arge for a fair return on the actual expenditure.' " 
Now the actual expenditure is the amount that was 
actually paid out or agreed to be paid in the construc- 
tion and equipment of the road, whether honestly or 
otherwise. This decision of the Interstate Commerce 
Commission says in effect, that if the road happens to 
be a portion of the 2,449 miles constructed in 1867, 
^hen pig iron was worth $44.12 per ton, bar iron $87.08 
per ton, iron rails $83.13 per ton, steel rails $166 per 
ton, locomotives $18,000 each, and freight cars $1,000 
each, then, so far as the people who live along this par- 
ticular line of road are concerned, pig iron, bar iron, 
iron rails, steel rails, locomotives and cars will always 
remain at the prices of 1867. It can't mean anything 
else. It means that while the farmer's land, for which 
he paid $100 per acre on this line of road in 1867, has 
fallen in value to $40 per acre in 1896, the property of 
the corporations remains at a fixed and permanent value, 
no matter how much like property may have decreased 
in value in the markets of the country. It means that 
iron and steel rails, locomotives and cars, which were 
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worn out in earning enormous profits, and cast aside 
years ago and replaced with better rails, locomotives 
and cars at less than one-qaarter of the cost of the 
original, are still worth the amount paid for them in 
1867. It means that while the machinery of the mann- 
facturer, the miner, the steamboatman, the lumberman, 
and of all who bought and used machinery in 1867, has 
been worn out and cast aside for new and improved ma- 
chinery, and thus become of no value except as old iron, 
the crude machinery, equipments and supplies owned by 
the railroads in 1867 or since that time, and now worn 
out and sold as old iron, can never lose the original cost 
nor the fictitious value placed upon them by the corpora- 
tions. So says the Interstate Commerce Commission. 

If the people in each State act promptly in the mat- 
ter, and at once proceed and fix the present value of 
all the railroads in the State, and the per cent, of inter- 
est that may be earned on the actual value so found, 
the question of what will become of the over-issues o1 
stocks and bonds will speedily be answered by at onc< 
giving to the fictitious capitalization its true value. TU' 
bonds first issued to the amount of the value of the road 
will be worth as much as they are now selling at; al 
other bonds and the stocks will at once go to or belo^ 
the small per cent, of their face value at which the, 
were originally sold by the corporations. The onl^ 
sufferers will be the stock-gamblers. The producers 
who have so long paid the extortionate fares an* 
freights, fixed to earn interest and dividends on thes 
fictitious evidences of debt, will be benefitted. 



Chapter 6. 

Smith vs, Ames. — Nature of suit. — Railroads win. — Comment on the 
result by railroad officials and parasites. — Corporations desire that 
the Federal Government have control of all railroad legislation.— 
Construction placed on the law by the Supreme Court of the 
United States. — Court's ideas concerning the way in which maxi- 
mum rates must be fixed. — Injustice of the rule adof^ted by the 
court. — The court virtually decides that the property of the cor- 
porations cannot decrease in value. — The people must pay for all 
that was lost and stolen in the construction of the roads. — Depre- 
ciation in the value of private property. 

Three cases, Smith vs. Ames^ Smith vs. Smithy and 
Smith vs. Higginson^ were commenced in the United 
States Circuit Court of the Eighth Judicial Circuit, 
which includes the State of Nebraska. The suits were 
commenced by citizens of the State of Massachusetts 
and a number of British subjects, for the purpose of 
preventing the Nebraska State Board of Transportation 
from enforcing a law enacted by the Legislature of Ne- 
braska prescribing certain maximum freight rates on 
railroads within the State of Nebraska; the plaintiifs 
contending that the law was in violation of the four- 
teenth amendment of the Constitution of the United 
States in this : that it deprived the corporations of their 
property "without due process of law," and that it de- 
fied to tiiem the "equal protection of the laws." The 
Plaintiffs prevailed in the Circuit Court, and the State 
■Board of Transportation took an appeal to the Supreme 

(91) 
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Court of the United States, in which court the cases 
were argued on the 5th, 6fch and 7th days of April, 
1897, and were decided on the 7th day of March, 1898. 
(See Smith vs. Ames^ 169 TJ. S., p. 466.) The decree 
of the Circuit Court in each of the cases was aflSrmed bj 
the Supreme Court, which was cause for great rejoicing 
on the part of the railroad officials and much adverse* 
comment on the part of the people. Mr. Ohauncej M. 
Depew, the president of the New York Central, is re- 
ported to have expressed himself on that occasion as 
follows : 

"The contention of the men who framed the Ne- 
braska law, and people in other Western States who 
agree, has been for years that the legislatures have the 
right to confiscate railroad property within the States by 
fixing rates so low as to leave no return to stock- and 
bond-holders. 

"The legislature has the power to fix rates within 
limits within which the railways can live and grant rea- 
sonable terms. As to what are reasonable rates, the 
Supreme Court would decide finally. This is a new 
country, and railways are necessary to develop it 
There are still immense areas yet undeveloped, which 
can never be developed without railway lines." 

That it is within the constitutional power of the judi- 
cial department to set aside a positive enactment of 
the legislative department of government, on the sole 
ground of the unreasonableness or inexpediency of the 
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act in question, is a new and dangerous departure 
from the old and well-understood powers of the judicial 
branch of governncient. No statute law, however un- 
reasonable, is on that ground alone unconstitutional. 
Many of the judges of the highest courts do not hesitate 
to declare that in their opinion high license and prohibi- 
tion laws are unreasonable, but those same judges do 
not hesitate in pronouncing judgments enforcing the 
laws, if found to be in every way in strict compliance 
with the requirements of the constitution. 

If the Supreme Court of the United States proposes 
henceforth to set aside all acts of the legislatures of the 
different States, that are objected to by the corpora- 
tions on the ground of being unreasonable, the sooner 
that court is reorganized and its powers more clearly 
defined by the constitution and laws, the better it will 
be for the people. If the citizens of Massachusetts and 
the subjects of Queen Victoria, instead of investing in 
Nebraska railroad stocks and bonds, had loaned the 
naoney to parties in the State of Illinois, without any 
agreement as to the rate of interest to be paid for its 
^88, would the Supreme Court of the United States 
have listened to them in their contention that the law 
of Illinois which makes 5 per cent, the legal rate of in- 
terest in the absence of an agreement as to the rate to 
be paid, was unreasonable and deprived them of their 
property "without due process of law," and that they 
Were "denied the equal protection of the laws"? 
Clearly, the court would have no jurisdiction, even 
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were the legal rate bat 2 instead of 5 per cent. But ij 
it is merely a question of "reasonableness," why shoulc 
the conrt not have jurisdiction in the supposed Iliinoii 
case as well as in the Nebraska case ? 

It is reported that Mr. Depew receives $75,000 pei 
year for his valuable services as president of the NeM 
York Central Railroad. If that is true, one may easilj 
understand why he would object to any law that tendf 
to cut down the gross receipts of the corporations. 

While Mr. Depew's opinions were being aired bytht 
public press, one Mr. H. P. Kobinson published an arti 
cle in The North American Review^ in which he kindl] 
forewarns the people as to what will follow as the resul 
of the decision in Smith vs. Ames. Mr. Robinson ha 
been described by the editor of the Locomotive Fin 
m.arCs Magazine as follows: 

" Mr. Harry P. Robinson is a gentleman of considei 
able repute. He is the president and managing editc 
of the Railway Age^ which is perhaps the leading pul 
lication in the United States representative of the inte 
ests of owners of railway stocks and bonds, and also i 
the railway oflBcial class." 

Mr. Robinson begins his article by saying : "The d 
cision of the United States Supreme Court in what 
known as the Nebraska Maximum Rate Case, whi4 
was rendered on March 7th, 1898, promises to be 
the greatest value to the railways of the countr 
especially in the Western and Southern States," Fro 
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me of the wild conclusions drawn by Mr. Kobinson, 
d to which the reader's attention will be called later 
, it will appear that he has hopes that are destined to 
blighted. Again, Mr. Robinson says: "It would 
an incalculable blessing, both to the people and the 
mpanies, if the railway system of the United States 
old be treated as a national unit under Federal 
ntrol only." It will be noticed that this great bless- 
» is to come from "national control" — not owner- 
ip. If it were so that the corporations had only to 
al with one set of government oiBcials, doubtless 
itters would be simplified ; but if the people take 
irning from the decision in the case of Smith vs. 
nes^ it will be some time before the States surrender 
J right to regulate their domestic affairs. If the peo- 
» soberly reflect on what Mr. Justice Harlan said in 
ivering the opinion of the court, the decision will 
>duce good results. "To be forewarned is to be fore- 
led." 

!dr. Robinson boastingly informs the public that the 
es paid by the railroads amount to 3^ per cent, of 
ir gross earnings, but fails to explain why railroads, 
taxed at all, should not pay taxes on the value of 
ir property just as others pay. It will be seen in 
ble No. 4 that the corporations claim the total 
ount of their assets to be 111,615,740,145. On this 
5at amount of property the total amount paid as taxes 
the year 1896 was $39,970,791, which is. but -^^^ of 
>er cent., or, to put it in the shortest way, ^+ of 1 
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per cent. This would not be so bad a showing were ii 
not for the fact that the corporations insist that they \n 
allowed to earn enormous salaries for oflScers, togethei 
with interest and dividends on the alleged value o: 
their roads. If the roads were restricted in their earn 
ings to 5 per cent, on the actual value of their property 
the araount of taxes paid by them would be but littb 
below that paid by the public. However, railroad 
should not be taxed at all, but, like all other pnbli 
roads, should be exempt from taxation. (See chapte 
7, on Taxation of Kailroads.) 

Mr. Robinson informs the public that the railroa 
question is finally and forever settled bj the Suprem 
Court in its decision in the case of Smith vs. Ames^ an 
that henceforth and forever any legislation attemptin 
to fix maximum rates for the carriage of passengers an 
freight will be null and void in the following twent 
five States and Territories, to wit : Alabama, Arizon 
Colorado, Florida, Georgia, Indian Territory, Iowa, Ka 
sas, Louisiana, Michigan, Montana, Mississippi, Missoui 
Nebraska, New Mexico, Nevada, North Carolina, Norl 
Dakota, Oklahoma, Oregon, South Carolina, Texas, Uta 
Washington, and Wyoming. While Mr. Robinson do( 
not say that in the following-named twelve States tl 
legislation would be utterly null and void as in the abo> 
twenty-five States and Territories, yet he says that if tl 
legislature of any of the twelve States attempts to ci 
down the present rates, the companies will have no di 
ficultj in showing any such legislation to be plainly co: 
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fiscatory and unconstitutional. The States to which this 
information applies are: California, Delaware, Illinois, 
Kentucky, Maine, Maryland, Minnesota, Ohio, Tennes- 
see, Virginia, West Virginia, and Wisconsin. Mr. Kobin- 
son does not mention the State of Indiana, but says there 
are only seven States within which legislation attempting 
to fix maximum rates might be permitted. He however 
I prepares the people in these seven States for disappoint- 
ment by giving them timely warning that it is question- 
able whether even in these States the Supreme Court 
would hold such legislation to be constitutional. The 
oracle then names Connecticut, Massachusetts, New 
Hampshire, New Jersey, New York, Pennsylvania, and 
Rhode Island. Mr. Robinson's article in the Review is 
copyrighted, and cannot be published without the con- 
sent of the owners of the copyright, else it would find 
* place herein. The decision in the case of Smith vs. 
-^nies was not a total defeat for the people. In the case 
^f the Union Pacific Railroad, which was one of the 
''oads connected with the suit, the corporation contended 
^^^^t because the road had been chartered by the Gen- 
^I'al Government, which reserved the right to "alter, 
^nnend or repeal " the charter, the right to fix maximum 
''^tes, if it existed anywhere outside of the corporation, 
^ould only be exercised by the General Government, 
^^d not by a State. This contention on the part of the 
Corporation was overruled by the court, which said that 
Congress not having exerted this power as it might have 
done under the terms of the charter, it remains with the 
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States through which the road passes to fix rates for 
transportation beginning and ending within their re- 
spective limits. The true reason is that Congress has 
no authority to interfere with the exercise of the police 
power by the States within their borders. The same 
question had recently been decided against the corpora- 
tions in the case of Reagan vs. Mercantile Trust Go.^ 
154 U. S. 413. 

On pages 547 and 548 of the 169th U. S. Eeports, 
the court says that the conclusion reached finds support 
in the ''Report of the Board of Secretaries" of the 
Nebraska Board of Transportation made in September, 
1891, in which is contained "the statement that the 
railroads in that State could not be duplicated for a less 
sum than $30,000 per mile." If the people of Ne^ 
braska rested their case on such testimony as that, the] 
ought to have been de'feated. An honest survey an( 
measurement of every part of every mile of the rail 
roads in the State of Nebraska will prove that they ca: 
be duplicated for less than $16,000 per mile, includin 
expensive terminals. It is more expensive and diffien' 
to construct railroads in Texas than in Nebraska, yet i 
1896 the 9,057 miles of road in Texas could be dupl 
cated for $15,731.01 per mile. In rendering his dec 
sion, Mr. Justice Harlan used the following languagi 
which seems incomprehensible to almost all person 
acquainted with the facts : 

"In our judgment, it must be held that the reason 
bleness or unreasonableness of rates prescribed by 
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Jtate for the transportation of persons and property 
ehoUy within its limits must be determined without 
eference to tlie interstate business done by the carrier, 
>r to the profits derived from it. The State cannot 
ustify unreasonably low rates for domestic transporta- 
ion, considered alone, upon the ground that the carrier 
3 earning large profits on its interstate business, over 
rhich, so far as rates are concerned, the State has no 
ontrol." 

It seems almost impossible that the court should intend 
^hat the above language expresses. In 1896 Ne- 
raska produced 298,599,638 bushels of corn, 19,390,- 
02 bushels of wheat, 34,092,631 bushels of oats, 
[uch of the corn is shipped to the Gulf ports, Kansas 
ity, and Chicago ; the wheat and oats are shipped to 
ansas City and Chicago. The cattle and hogs raised 
. Nebraska are mostly shipped to Kansas City and 
hicago. Thousands of car-loads of produce from all 
irts of the State are shipped by raih'oad beyond the 
bate lines ; and whether it crosses one hundred miles 
r one hundred feet, if it crosses the State line at all it 

interstate commerce, and according to this decision, 
hile much of the freight-money is earned in the State, 
le Board of Transportation of Nebraska cannot con- 
der that fact in fixing maximum rates. This ruling 
pplies to the States in general, and therefore applies 
► the State of Kansas. In 1896 Kansas produced 
1:7,734,004 bushels of corn, 30,794,452 bushels of 
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wheat, 23,808,759 bushels of oats. Kansas City, Mis- 
souri, is the market point for nearly all of the agricul- 
tural products of Kansas. The agents of the Kansas 
City merchants and traders buy grain, live stock and 
other agricultural products in every part of Kansas, to 
be delivered at the nearest railroad station for shipment 
to Kansas City. When delivered at the station it is 
paid for at the Kansas City market price, less the railroad 
freight and the cost of handling. Thus the freight and 
other expenses are paid by the Kansas farmer. The 
produce is shipped and hauled hundreds of miles over 
the railroads in the State of Kansas, and from a few 
hundred yards to two or three miles into the State of 
Missouri, and thus becomes ''interstate commerce." 
The freights have been paid by the Kansas farmers, 
and the freight-money nearly all earned by the railroads 
within the State of Kansas ; and yet, according to the 
rule laid down in Smith vs. Ames, these facts cannot be 
considered by the Kansas Railroad Commission in ar- 
riving at the aggregate earnings of the railroads within 
the State of Kansas, for the purpose of fixing maximum 
rates within the State. This rule is not based upon the 
letter of the interstate commerce law, but, like many 
other rules that are against the people and in favor of 
the corporations, it arises by the constnu)tion that is 
placed upon the law by the courts. To take into con- 
sideration the amount of earnings of the roads within 
the State of Kansas, on the interstate commerce rates 
fixed by, the Interstate Commerce Commission, would 
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be regulating commerce between the States. The 
B railroad commission in arriving at the aggregate 
ings of the roads within a State, should not only 
5 the right to take into consideration the earnings 
;ll freight from any and all points within the State 

the State line, but should also take into consider- 
(1 any and all earnings on transcontinental freight, 
lin the State's lines, tliat passes through the State, 
ates fixed by the Interstate Commerce Commission, 
freights are earned by the haul from or through the 
eas the case may be, and are therefore earnings of 
roads within the State. If a portion of the freight- 
ey earned on transcontinental freight is not earned in 

1 State through which the freight is hauled, where is 
irned? It is clear that the Supreme Court needs the 
ction of a plain, positive act of Congress on this 
t. 

he most alarming proposition announced by the 
t in Smith vs. Aines is in the following language: 

We hold, however, that the basis of all calculations 

the reasonableness of rates to be charged by a 
•oration maintaining a highway under legislative 
tion, must be the fair value of the property being 

1 by it for the convenience of the public. And, in 
T to ascertain that value, the original cost of con- 
ction, the amount expended in permanent improve- 
its, the amount and market value of its bonds and 
k, the present as compared with the original cost of 
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constraction, the probable earning capacity of the prop>- 
erty nnder particular rates prescribed by statute, and 
the sum required to meet operating expenses, are all 
matters for consideration, and are to be given each 
weight as may be just and right in each case." 

Every man, woman and child in the United States 
knows that railroads were not constructed and that 
they are not operated "for the convenience of the pnb- 
lic." They were and are constructed and operated for 
the sole purpose of getting the public's money, without 
regard to the public's rights in the matter. When ex- 
pressed in plain language, the court says in effect : In 
fixing rates to be charged by railroads, the calculations 
must be based on the fair value of the road to which 
the rates are to apply. In other words, the rates mast 
be such as to afford a reasonable rate of interest on the 
sum of money which expresses the value of the road. 
No honest man will object to that proposition, for the 
corporations are entitled to that measure of compensa- 
tion on the value of the road. It is what follows that 
sentence in the decision that causes alarm and uneasi- 
ness in the minds of the people, to wit: "a7W? in order 
to ascertain that value^ the orighial coat of construction^ 
the amount expended in permanent improvements^ th 
amount and inarket value of its honds and stocks^ th 
present as compared with the original cost of construe- 
tiony If this language is to be "recorded as a prece- 
, . dent,",ttyBn in truth the corporations had great reason 
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to rejoice when the decision was annonnced. The de- 
cision affirms the principle laid down by Mr. Justice 
Brewer in deciding the case in the Circuit Court, who 
there said : 

"If it be said that the rates must be such as to secure 
to the owners a reasonable per cent, on the money in- 
vested, it will be remembered that many things have 
happened to make the investment far in excess of the 
actual value of the property : injudicious contracts^ poor 
engineering^ unusually high cost of material^ rascality 
on the part of those engaged in the construction or man- 
agement of the property. These and many other things, 
as is well known, are factors which have largely entered 
into the investment with which many railroad proper- 
ties stand charged, . . ." 

"Now if the public was seeking to take title to the 
railroad -by condemnation, the present value of the 
property, and not the cost, is that which it would have 
to pay." . . . " Nevertheless, the amount of money 
that has gone into the railroad property as the actual 
investment, as expressed, theoretically at least, by the 
amount of stock and bonds is not to be ignored, even 
though such sum is far in excess of the present value." 

If in the fixing of rates the public is forever to be 
charged with the amount stolen by the original promo- 
ters and stockholders and their successors in interest, 
then the thieves who organized the "Credit Mobilier" 
"builded better than they knew": they thought they 
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were Btealing from the Government, but it tarns out 
that they, simply made a forced loan from the company 
and gave a perpetual mortgage on all the farms within 
the reach of the road for the payment of interest on the 
sum thus loaned to them. If the people of Nebraska had 
agreed with the stock- and bondholders of the corpora- 
tion to be responsible for and pay interest on whatever 
amount the Credit Mobilier might see fit to withdraw 
from the treasury of the Union Pacific Company, 
(steal) or waste in unskillful management of the prop- 
erty, or that might be lost through the rascality of any 
of the road oflScials, then, and in that case, the above 
rule as laid down by both the Supreme and Circuit Court 
would seem to be all right. Every one of the present 
owners of the stock and bonds of the Union Pacific Rail- 
road took the same with full knowledge of the stealings 
of the Credit Mobilier; in fact, some of them are the 
heirs of members of the corporation when the ^exposure 
was made. If the citizens of Nebraska are in no way 
responsible for the money that was waited and stolen, 
why should they be taxed to repay the amount with in- 
terest? 

It does not seem possible that the Supreme Court in- 
tended to say that while the little property owned by 
the poor man may year by year decrease in value and 
become less, that the property of the rich corporations 
is under judicial protection and will always be worth all 
that was lost and stolen in its creation ; and yet that 
seems to be the only interpretation that can be placed 
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on its language. Thousands of farmers invested all the 
money they had in lands at war prices, and gave mort- 
gages to secure deferred payments, more than thirty 
years ago, and have toiled for many years in trying to 
remove the incumbrance from their homes. Some have 
succeeded, only to find that the land they paid $100 
per acre for is now worth but $40 per acre ; others, op- 
pressed by exorbitant freight rates and the total or 
partial failure of crops, have been unable to pay the in- 
terest on the mortgages, and have seen them foreclosed 
and the land sold for less than half they paid for it, 
while they and their families have been turned out of 
doors with a deficiency judgment against them. Just 
prior to 1873, when mining was the principal industry 
in many of the Western States and Territories, milliouB 
of money were invested in silver mines having large 
bodies of low-grade ore, that could be worked at a profit 
^ith silver selling at $1.29 per ounce, the price paid by 
the Government at that time. 

If anything could be said to have stability of price, it 
was silver, in those days. In 1873 silver was prac- 
tically demonetized ; the price went down until it got to 
such figures as precluded the working of thousands of 
the low-grade mines; the mines were shut down, and 
have never since been reopened. Hundreds of mills 
and smelters erected for the purpose of working the 
low-grade and rebellious silver ores were also forced to 
shut down, and were abandoned to the bats and owls, 
and what had been the homes of well-paid miners and 
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mill-men became the hiding-places of coyotes. Prices 
went down, and the people had to do the best they 
could, and snbmit to the inevitable. Thousands of 
ranchmen invested large sums in the business of raising 
horses and mules to supply the demands of stage and 
freight lines that at that time were running through all 
parts of the West. Horses and mules were then worth 
from $100 to $300 per head for use in stage and wagon 
teams. By the time the ranchmen got their business 
fairly started, a line of railroad came their way, and 
their horses and mules were hardly worth breaking; 
the heavy stages and freight-wagons that had cost from 
$500 to $1,000 each were not worth $60 apiece. Ex- 
pensive wagon-roads were built into the mountains to 
points at which sawing-timber could be gotten, saw-mills 
were bought and hauled into the country and up into 
the mountains at great cost ; and when there appeared 
to be a fair prospect of getting back the money spent 
on the roads and saw-mills, along came a railroad and 
laid down the lumber in the valley for a less price per 
thousand feet than it cost to get the logs to the saw- 
mill, — and so the money spent on the roads and mills 
was gone beyond hope of recovery. Numberless other 
instances of the great fall in the value of different kinds 
of property will suggest themselves to the reader. The 
people who have suffered these losses through the de- 
preciation in the value of property in general, are the 
same Western people who are accused by Mr. Depew of 
wanting to confiscate his patrons' property, simply be- 
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cause they do not want to pay $166 per ton for steel 
rails when the market price is $17 per ton. Kailroads 
STDSt be valued at just what it would cost to reproduce 
them to-day, and if the cost of materials and labor in- 
creases, the value of the roads will increase ; if the cost 
of materials and labor decreases, the value of the roads 
will decrease. The organization of the great iron and 
steel "trust" will probably prevent the price of railroad 
materials from going lower in the near future. 

If the amount and market value of the stocks and 
bonds of a railroad are to be taken into consideration in 
fixing its value, and the rates to be charged for the car- 
riage of passengers and freight, then a road built in 
1896 at a total outlay of ^16^666 per mile may at once 
fix such rates as will pay a reasonable interest — say 6 
per cent. — on $50,000 per mile; and in that case the 
stock and bonds of such road, if aggregating $40,000 
per mile, would at once be in great demand and sell at 
a premium over their face value, which in turn would 
justify higher rates of fares and freights on the road, 
in accordance with the decision in Smith vs. AmeSy and 
these higher rates might pay 5 per cent, on $100,000 
per mile or 30 per cent, on the cost of the road, " which 
vras constructed and is operated for the convenience of 
the public." There being no. competing line near this 
road, the producers would be obliged to patronize the 
road, and if they tried to "confiscate" the property 
*'used for their convenience" by demanding reasonable 
rates, it would at once be made plain to them that the 
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corporation was justified by the decision in Srnith m 
Ames^ in taking "all the traffic will bear." Those wh< 
braved the dangers and endured the hardships of fron 
tier life, with the hope of becoming the owners of valna 
ble farms, find that all their labors and privations hav( 
been for tlie purpose of increasing the value of a rail 
road, "a public highway," that by public aid and private 
donations was constructed for the "convenience of th( 
people," and that their land, while rich and productive 
is of little more value than the wild lands, because o\ 
the expense of getting their produce to market. Mean 
while, the value of the railroad is constantly increasing 
and the dividends are growing. 

It will be seen by Table No. 4 that the corporations 
own $600,786,616 worth of stocks, which are princi 
pally railroad stocks, and $368,820,203 worth of bonds 

On page 50 of the Statistics of Railways in the Unitec 
States by the Interstate Commerce Commission, it \\ 
shown that on June 30, 1896, the railroads in the Unitec 
States owned $1,101,235,551 of railroad stocks anc 
$400,111,363 of railroad bonds. 

These stocks and bonds being under the immediate 
control of the corporations, they will have no trouble ir 
fixing high quotations on them while working in con 
nection with the stock brokers ; and while doing this 
they will, under the decision in Smith vs. Ames^ give 
themselves the right to increase rates and consequent!} 
dividends, and an increase in dividends will naturallj 
give the stocks a greater value and the company the 
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right to increase rates. It will work against the people 
on the same principle that the colored gentleman's coon 
trap worked against the coons — it will "cotch 'em 
a-cnmin' an' a-gwine." When the effect of that deci- 
sion is well understood, there will be no more worthless 
railroad stock on the market. 

If the rule adopted by the Federal courts in Smith vs, 
Ames is law, it virtually makes what were heretofore 
worthless fiat stocks and bonds of a face value of more 
than $6,000,000,000 a special public debt, the interest 
and principal of which must be paid by the producers 
of the country, and for that reason is a greater burden 
on the industries of the country than would be a regu- 
lar increase of the public debt to that amount, the in- 
terest and principal of which would be paid by all the 
people. 

It must have been in anticipation of some such ruling, 
that prompted the reorganization committee of the Union 
Pacific to announce their intention to stock and bond 
that road for $236,000,000, when they had j ust paid about 
$100,000,000 for it. If the original cost of construction 
is to be a basis upon which to fix rates, why should the 
present value of the roads be considered ? On the other 
hand, if the rates are to be such as will afford a fair rate 
of interest on the value of tlie property, why consider the 
original cost? " Injudicious contracts, poor engineer- 
ing, UNUSUALLY HIGH COST OF MATERIAL, RASCALITY ON THE 
PART OF THOSE ENGAGED IN THE CONSTRUCTION AND MANAGE- 

ijiENT OF THE PROPERTY," as described by Mr. Justice 
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Brewer, added a great amount of cost, but no value 
whatever, to the property, — especially the amount ex- 
pended in poor engineering^ which to-day detracts from 
what would otherwise give a value to the roads. The 
poor engineering is still in evidence, and increases the 
cost of operation. 



Chaptbe 7. 

Taxation of railroads. — Taxes are paid by the patrons of the roads: 
not one cent of tax comes from the stock- and bond-owners. — The 
burden falls most heavily on the producers, while the capitalists, 
bankers, bond- and mortgage-owners escape. — The principal part 
of the railroad tax is paid by the farmer. — Taxation of the roads 
greatly increases number of officers and clerks, and the operating 
expenses. — Taxation of franchises a fraud on the people. — How 
it gives the roads the right to increase their rates. 

Railroads, when properly operated and controlled, 
liave but one legitimate way of earning money, and that 
X8 by the carriage of passengers and freight, mails, ex- 
1)re88 matter, etc.; all their earnings come directly or 
indirectly from the people. The people pay all the sal- 
aries of railroad officials, all the wages of other railroad 
employees, and all the operating expenses of the roads. 
The interest and dividends on railroad bonds and stocks 
are paid by the people. All taxes paid by the railroads 
to the States, counties, cities, towns and school districts 
are paid by the paying patrons of the roads, and the 
burden falls most heavily on those who pay the fi*eights. 
In proportion to the value of his gross products, the 
farmer pays the highest rates of any shipper or pro- 
ducer in the United States. Table No. 22 shows that 
while the passenger traffic paid 23.18 per cent., the 
freight traffic paid 68.39 per cent, of the total earnings 
of the railroads in 1896 ; or, putting it in plain lan- 
guage, for every dollar that the roads received for car- 
rying passengers, they received almost three dollars for 

(111) 



112 BAILBOADS. 

carrying freight. The products of the farm, such as. 
cotton, wheat, corn, and other grains and seeds, cattle^ 
hogs, horses, hay, fruit, and all other products of th( 
land, are heavier and of greater bulk in proportion t< 
their market price than any other class of freight, ex- 
cept coal and some of the low-grade ores that arc 
shipped for reduction ; and as to these two classes oi 
freight, they are usually shipped at such rates as an 
never given to the farmer when he attempts to ship t( 
the market point instead of selling to the local middl 
man, and consequently a larger proportion of the far 



er's gross earnings are absorbed in the payment o 
freights tlian are those of any other class of producer 
The prices of many of the products of the farm ar 
made in Europe, and when the farmer sells at the horn 
station the freight is deducted then and there, and th 
farmer has paid it. The prices of wagons, plows, an 
all kinds of farming implements and machinery ar 
made at the factories; tlie farmer pays the factor 
price, the local merchant's profit, and the freigh 
When the farmer sells, others fix the price and th 
farmer pays the freight ; when the farmer buys, th 
price is fixed by others and the farmer pays the freigh 
How is it as to fares? Many people are under th 
impression that through passengers pay a large propor**- 
tion of the fares collected by the railway companies 5 
and that is true when applied to the unsettled omt 
sparsely settled portions of some of the Western Statei? 
and Territories, but when applied to all the railroad 
mileage of the country it does not hold good. During 
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fteyear ending Jnne 30, 1890, there were 498,070,093 

passengers carried on the raih'oads of the United States, 

of which nnmber but 68,218,009 were through passen- 

grers, while 429,852,084 were local passengers. (See 

p- 693, part 1, Transportation by Land, Census of 1890.) 

These figures show that only 13.69+ per cent, of the 

passengers traveled on through passes or tickets. The 

tlirough passenger gets reduced rates, while the local 

T>«88enger usually pays full local rates; and it may here 

l>« permissible to say, that the through passenger who 

t: navels on a pass or at reduced rates is generally one 

that class of persons who are best able to pay full 

re. But however that may be, it is certain that the 

gricultural class pays its full share of railroad fares. 



No. 22.— Comparative Summary of Earnings and Income and 
Analysis or Earnings from Operation for the Years 
ENDING June 30. 1896 and 189'>. 
[From the Statistical Report of the iDierstate Commerce Coromi^Bion] 



llonrce of income. 



^'assenger revenue 

^all 

--vzprpss 

^^ther earnings, passenger ser- 
vice 

^^*reight revenue 

^th«'r earnings, freight service. , 
^ther earnings from operation. , 
^Jnclassifled 



Total earnings from operation. 
^come trota other sources 

Total earnings and income 



Gross amount 



1896.1 



1266,562,533 
32,379,819 
24,880,383 

6,691,279 

786,615,837 

3,885,890 

28,574,237 

» 579,398 



81,150,169,376 
129,024,731 



$1,279,194,107 



1895.« 



$252,2<6,180 
30,969,746 
24,284,508 

6.114,786 

729,993,46J 

4,140,8.^0 

27,088,987 

4 532,913 



$1,075,371,462 
132,432,133 



$1,207,803,595 



Proportion to 
total earnings. 



1896.1 



Per ct 

23.18 

2.82 

2.16 

.58 

68.3d 

.34 

2.48 

.05 



100.00 



1895.« 



Per ct. 
23.45 
2 88 
2.26 

.57 

67.88 

.39 

2.52 

.05 



100.00 



1181,968.64 miles of line reprej>ented. 

*177.7iG.25 miles of line represented. 

'Covers twelve roads making no classification of earnings under the several 
heads. 

^Covers seven roads making no classification of earnings under the seve^a} 
heads. 
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Id giving the average passenger and freight rates pei 
mile in the United States, the corporations count th( 
whole number of passengers carried, inclading all whc 
travel on passes ; and the total namber of tons o 
freight carried, including deadhead freight, is includec^ 
in their calculations. Consequently, the figures canno ^ 
be correct when applied only to those who pay regular , 
rates. It is said that about one-quarter of the passeuHz 
gers travel on passes and special rates, and that man^ 
thousands of tons of freight are deadheaded or carrier 
on special rates. 

The following clipping from the Kansas City Joumc^nz 
of September 12, 1898, tells the story in few words: 

"BIG BUSINESS IN SIGHT CROPS IN THE WEST SHOW J^- 

ENORMOUS TONNAGE OF FREIGHT TO BE HANDLED. 

"In spite of market rumors, there is no doubt tha-. 1 
taking the crops of the West as a whole, there is J 
larger traffic now in sight for the railways than has be^ i 
visible at any time since 1891. Almost all crops see:»r2; 
to be curiously irregular, the condition varying widel J 
in closely adjoining sections, but the aggregate result '^^ 
undoubtedly immense, and a tremendous tonnage w£ 1^ 
be handled and enormous revenues earned if the cu, ^" 
tomary rates are maintained." 

In collecting the revenue above referred to, the rat^^ 
imposed are based upon and cover the cost of operatioO) 
and the amount necessary to pay interest, dividends, BX^d 
taxes. If only operating expenses and interest and divi- 
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dends were to be paid, the rates would necessarily be 
lower than at the present time. If only operating ex- 
penses and a fixed interest on the present value of the 
roads were to be paid, rates would be very much lower 
than they now are. In other words, when the roads are 
properly controlled, as they can be, every excuse for 
maintaining high rates that is taken away from the com- 
panies will result in lower rates. It would be unjust to 
tax the roads and not allow them to earn the money 
with which to pay the taxes. In the year 1896, as has 
been shown, the railroads paid in taxes the sum of 
$39,970,791 in the different States and Territories. This 
money did not come from the stock- and bond-owners ; 
it never reached them. It came directly from the pock- 
ets of those who paid the fares and freights. It did not 
come from the money-lenders, and the owners of city 
property. It nearly all comes from the producers of the 
country. The higher the railroad taxes, the lower the 
taxes of the money-lenders — the owners of brick, stone, 
and marble buildings, and the owners of the mortgages 
on the farmer's lands. If the railroads were taxed 
enough to run the States, counties, cities, and townships, 
then those who patronize the roads would in fact pay all 
the taxes, who now, besides paying the railroad taxes, 
are also required to pay the same rate of taxes on their 
own property that is paid by those who do not pay their 
proportion of railroad taxes. But suppose that the rail- 
road taxes fell equally upon every property-owner in the 
State, still, taxing the roads would be a useless and very 
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expensive piece of mismanagement on the part of the 
people. Nearly every road is forced to maintain a de- 
partment, under the control and management of a large 
number of officers and clerks, known in railroad circles 
as the "Tax Department," at a cost of many thousands 
a year, amounting in the aggregate to millions of dol- 
lars, which are part of the " operating expenses " of the 
roads ; to say nothing of the expensive law suits, and 
proceedings before boards of equalization, penalties im- 
posed, etc., etc. — which all go into, and are called "op- 
erating expenses," and are paid by the people who pay 
the fares and freights. Railroads are public highways, 
and there is no more reason for taxing any kind of prop- 
erty that is necessarily used in the operation of them than 
there would be in taxing the State and county wagon- 
roads. Railroad lands that are not used as right-of-way, 
or for terminal or other purpose in the actual operation 
of the roads, should be taxed the same as the lands of 
private persons. The lands were granted to the cor- 
porations to aid them in the construction of their roads, 
and not for speculative purposes : they should be com- 
pelled to sell them when oiffered the price at which ad- 
joining lands of the same quality are selling; at all 
events, the taxes on those lands should not be charged 
up as operating expenses and paid by the people, for 
the reason that the people have no interest whatever in 
them, and are in no way benefitted by them. 

California and some of the other States have in their 
State constitutions provisions for the taxing of railroads 



TAXATION OF FRANCHISES. 117 

and their "franchises." Of all the schemes ever de- 
vised by the canning of man for the purpose of wrong- 
fully getting the people's money away from them 
without running the risk of being prosecuted for larceny, 
that of taxing the franchise of a railroad or any public 
corporation is probably the simplest, and at the same 
time altogether the safest. Morawetz defines the word 
franchise as follows : 

"The word franchise is generally used to designate a 
right or privilege conferred by law. Thus, when the 
legislature grants a charter of incorporation, it confers 
Upon the grantees of the charter the right or privilege 
of forming a corporate association, and of acting within 
certain limits in a corporate capacity ; and this right or 
privilege is called the corporate franchise. It is con- 
ferred upon the individual grantees, together with such 
other persons as may become members of the associa- 
tion, either by a transfer of the shares and substitution 
in place of prior members, or by the creation of new 
shares, which the legislature has authorized the company 
to issue. Sometimes charters of incorporation confer 
additional rights which do not pertain to the formation 
of the association ; as, for example, the right to take 
private property under the power of eminent domain, or 
tlie exclusive right of establishing a ferry and charging 
tolls. These rights are also called franchises." 

( Morawetz on Private Corporations, sec. 922.) 

"A franchise granted by the State with a reservation 
of a right to repeal, must be regarded as a mere privi- 
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lege while it continaes, and the legislature may recall it 
at SLuy time without affording any ground to claim re- 

^^^^^' (Cooley's Const. Lim., p. 384, Ist ed., 1868.) 

A railroad franchise is not the right-of-way, nor the 
road-bed, nor the cross-ties, nor the rails, nor the roll- 
ing stock, nor any or all of these physical parts of a 
road : it is simply the permission given by the State to 
certain parties and their associates and successors in in- 
terest to construct the road, and, if necessary, to exercise 
the power of " eminent domain " in obtaining a right- 
of-way through private lands, when the owner refuses 
to sell at a reasonable price. The power of eminent 
domain is exercised by commencing and prosecuting a 
suit against the owner who refuses to sell, or to sell at 
a reasonable price, the land that is shown to be neces- 
sary for the construction of the road under the provi- 
sions of the company's charter. The court hears the 
evidence, fixes the price of the land, and damages, if 
any, are awarded to the owner ; and upon the payment 
of the price of the land and damages, gives the company 
the right to enter upon and construct a railway across 
the land. Private property can be taken under the 
power of eminent domain only for a public purpose. 
How then can the railroads be said to be the private 
property of the corporations? The franchise costs noth- 
ing ; it is given by the State to the grantees for the pur- 
pose of aiding them in the construction of a railroad. 
The franchise is no part of the road ; its existence is 
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established and complete, before a pick has been struck 
into the ground for the purpose of commencing the 
grading of the road. Why should this gift from the 
people be turned into a means for taxing them? It is 
the people's fault that puts it in the power of the cor- 
poration to use the franchise for the purpose of extort- 
ing money from them. In their eagerness to tax 
everything connected with the road, the people get a 
few thousands of dollars as tax on the franchise, which 
they pay themselves, and for that privilege they pay 
about ten times as much to the company for its benefit. 
When valued for the purpose of taxation, the value fixed 
upon the franchise by the State authorities immediately 
attaches itself to and becomes a part of the value of the 
road, by giving it, in addition to its right to earn a rea- 
sonable income on its own value, the right to also earn 
a reasonable income on the value of the franchise as 
fixed by the State authorities for the purpose of taxa- 
tion ; and this may result in an increase of rates. When 
the producers ask for lower rates, the corporations an- 
swer that the rates are already as low as they can be 
made and enable the road to earn operating expenses 
and a reasonable income on the value of the railroad 
property. The reply is : 

" Your road is worth but so much per mile," giving 
the value of the physical property of the company. 

" That may be true," says the corporation ; *' but you 
have overlooked the value of our franchise, which for 
the purpose of taxation you have valued at $3,000,000; 
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that is about one-third of its actual value, which is about 
the same proportion at which you value private property 
for taxing purposes. Our franchise is worth $9,000,000, 
upon which we are entitled to a gross earning of 12 per 
cent." 

The railroad commission of the State attempts to 
lower the freight rates. The corporation, having been 
organized under the laws of another State, is a foreign^ 
corporation, or it has stockholders who are citizens or— 
subjects of some other State or country, and are there — 



fore entitled to sue in the United States courts. Suit it 
commenced in the Circuit Court of the United States ;;s 
a temporary restraining order is granted, and after some^ 
months the case is tried. The railroad people take the^ 
stand, and to a man swear that the road and franchisee 
are worth $57,000 per mile. Every man in the court — 
room knows in a general way that the road is not wort) 
one-third of that amount per mile, but none who an 
friendly to the State know it in a way that will mak< 
their knowledge admissible as evidence in the case. Thee? 
State never having according to law placed a true valua — 
tion on the road, it is not prepared to offer the testimony 
of expert engineers who have measured every physical 
feature of the road and are prepared to give the facts 
and figures to the court, and to swear to the actual value 
of the property ; consequently the road is granted a de- 
cree as prayed for, and the injunction is made perma- 
nent. The State not only pays the costs and the fees of 
its own attorneys, but as the fees and expenses of the 



TAXATION OF FRANCHISES. 121 

railroad attorneys and the expenses of the railroad of- 
ficials are "operating expenses," the people pay them 
also. By taxing the franchise on a valuation of $3,000,- 
000, the State probably gets about 2^ per cent, on that 
amount, which would be 175,000 paid by the road as 
tax on its franchise. For the purpose of fixing rates the 
corporation values its franchise at $9,000,000 and makes 
t:he rates such as will insure 12 per cent, gross earnings 
on the value of the road and franchise, which on the 
"value of the franchise will amount to $1,080,000 per 
jrear, — a balance of $1,005,000 in favor of the road, 
— and the people have paid $1,080,000 for the privilege 
of getting back $75,000. The figures will differ in each 
State, but the result will be similar wherever the fran- 
chises and railroads are taxed ; and the producer in the 
end pays all. 



Chapter 8. 

GovernmeDt ownership of railroads. — Hadley's opinion. — W 
the plan. — Mistaken ideas concerning rates under Gov 
ownership. — Advantages that woald follow. — Disadvanta 
woold come with Government roads. — ** Red-tape rules 
ndmber of Government officials. — Danger to the Republic 
pation of power belonging to the States. — Require inc 
army. — Great increase in number of Federal judges. — ] 
"Trusts" and "Combines" in securing new roads. — Gov 
management of inland waterways. — How corporations '. 
stroyed steamboat navigation on Western rivers. — Great 
in the number of steamboats. — Extent of Government o^ 
of railroads in the world. 

A late writer on the subject of "Railroad Trj 
tation " sajs as follows : 

"There is a strong popular feeling, to a large 
unsuspected by those in authority, in favor of G 
ment ownership of railroads as a system. No c 
have much to do with the more thoughtful worki 
without finding how strong that feeling is, an( 
hopes are based upon it. The fact that the quei 
not more under discussion, must not blind us 
fact that forces are at work which may prove 
revolutionary, when the question actually does cc 
under discussion. If it be true that Governmei 
road ownership would be a most serious misfortc 
the United States, we must be prepared to mc 
danger with our eyes open. Unless we are able i 

(122) 
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: intelligently, and to show reason for our action, the 

ridespread feeling in its favor will prove too strong for 

18. It may not come for many years, but the lessons 

>{ the Granger movement show plainly enough what 

forces will lie behind it when it does come." 

(*' Railroad Transportation." Hadley, p. 258.) 

The above is quoted by the Interstate Commerce 
Commission in its Report for 1894, on p. 234. Mr. 
Hadley is undoubtedly right in saying that a good 
many of the people favor the plan of Government own- 
ership of the railroads of the country; but that this 
opinion finds its largest support among the farmers, as 
Mr. Hadley intimates, is by no means certain. It does 
not necessarily follow, that because the farmers of the 
country are dissatisfied with the present management of 
railroads, therefore they are in favor of Government 
ownership. What they want is a change in rates that 
will allow them some profits on the cultivation of their 
lands. The various means that might be adopted in 
order to do justice to all parties have not been fully 
presented to the people for discussion. Certain classes 
who are always ready to pronounce judgment on any 
question whatever, from one arising out of a domestic 
dog fight up to the most intricate and involved ques- 
tions of international law, are loud in their demands for 
Government ownership of the railroads; and no doubt 
if their desires in that respect were granted, they would 
be the very first to appeal to high Heaven for protec- 
tion against the attendant evils that would necessarily 
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come with Government ownership. Many of the ad^ 
cates of Government ownership declare that under sn 
a regulation they would be carried in a Pullman c 
from New York to San Francisco for one dollar. Th 
talk as if the magic letters "U. S." on the side of t 
cab and tender would make the locomotive draw t 
train without the use of fire, coal, water, or oil. 1 
hear them talk about the cheap transportation the pe 
pie would have if the Government owned the road 
one must conclude that Government ownership won 
prevent washouts, blizzards, and snow blockades, ar 
ties, rails and rolling stock from wearing out ; that tre 
ties would never become rotten, and bridges never ne( 
repairing nor rebuilding, if only they were braiid( 
"U. S." Undoubtedly Government ownership of tl 
railroads would do away with many of the evils of tl 
present management, such as official salaries of fro 
$25,000 to $75,000 per year; oppressive rates; unjo 
discriminations against people and places; the injusti 
of letting about one-fourth of the passengers ride ( 
passes, at the expense of the other three-fourths; ai 
it would redress many other crying evils of the prese 
management : but greatest of all, it would prevent tc 
large extent the bribing and corrupting of the exe( 
tive, legislative and judicial servants of the people. 
Government ownership would prevent these evils abo 
set forth, it should be adopted, unless its adoption woe 
bring as great or greater disadvantages to the people. 
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The following would be some of the evils attending 
Government ownership and operation of railroads: 
First, it leould bring with it the red-tape rules that are 
80 distasteful to the people, and which prevail in all 
Government business, and would necessitate the employ- 
ment of innumerable agents between the shippers and 
the Government, in the settlement of any diflferences 
that might arise between them. It would at once trans- 
form every railroad official into a Government officer, and 
would segregate nearly one million Government officials 
and employees from the people and put them on a foot- 
ing similar to that of the regular army, and yet leave 
with them the right to participate in the local and gen- 
eral elections as electors; but, unlike the regular 
Soldier, their employment might be made to depend 
Upon their political preferences. The 826,620 railroad 
employees, added to the 71,022 postmasters and the 
number of incumbents of other positions filled by Fed- 
eral appointment, would amount to about 1,000,000 
persons, nearly all of them being voters ; and this num- 
ber will constantly increase as the population of the 
country increases. In the last nineteen years the miles 
of railroad and the number of railroad employees have 
more than doubled in the United States. Government 
control of all telegraph lines is now seriously advocated, 
which if accomplished would bring about 150,000 more 
employees, about two-thirds of whom are voters, under 
the Federal appointing power. With such an enormous 
number of places to be filled by the President of the 
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United States, or by those who are indebted to him 
for the positions they hold, it would be qnite easy for 
the President to secure a re-election, — especially if the 
national committee of his party were so fortunate as to 
select an able business man to act as its chairman. It 
is impossible to foretell what will happen in the future. 
This country has already produced its Benedict Arnold. 
Suppose some ambitious man who had occupied the 
Presidential chair for two terms had during that time 
made all his appointments and arranged his plans for 
remaining at the head of the Government as military 
dictator or otherwise : what a vast advantage would the 
absolute control of all the railroads and telegraph lines 
give him ! Why put the eggs all in one basket? Bnt 
suppose the "man on horseback " does not come, — still 
the control of the public highways of a State by the 
General Government would be usurpation of power 
which belongs to the State, such as was never antici- 
pated by the people when they adopted the Constitution 
of the United States. This is an advanced step in the 
direction of the centralization of power that the people 
should be cautious about taking. 

The Constitution of the United States, in sectioo 4, 
article IV, reads as follows: "The United States shall 
guarantee to every State in this Union a republican 
form of government ;" which means that each State must 
maintain a separate and complete republican form of 
government in the full sense of the provision. What 
kind of a republican form of government woald it be 
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with the Government at Washington exercising the 
police power of the State, in time of public peace and 
domestic tranquillity? That the Government owned 
such a vast amount of property in every State and 
Territory would be a plausible pretext for a great in- 
crease in the regular army. It would be thought that 
much of the Government property required an armed 
guard, and soldiers would be stationed at every town of 
any considerable size. When a citizen wanted to ride 
on the train, he would be obliged to run the gauntlet of 
a lot of armed guarcjs. Every oflEense or misdemeanor 
committed on the railroad premises would require trial 
before a Federal court. There would be a great in- 
crease in the number of Federal Judges. There would 
be a constant conflict of authority between the State 
and the Federal courts, or the State would be relegated 
to its original position of a Territory. At the present 
proportion of miles of railroad to the number of inhabit- 
ants, when the population of the country reaches 150,- 
000,000 of people there will be 600,000 miles of 
railroad, and as the population increases railroad mile- 
age will increase, and consequently the number of rail- 
road officials and employees will increase in proportion 
thereto : and are all these vast arteries of commerce, 
the very life of trade and prosperity, to be placed in 
the power of one man and his little clique of political 
godfathers and advisers? The people would "better 
bear the ills they have than fly to others they know 
not of." 
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If the people should conclade to adopt United States 
ownership of the railroads, the construction of roads by 
private enterprise would cease at once, for the reason 
that corporations could not make their bonds and roads 
non-taxable, as both would be under United States own- 
ership; and for that reason no corporation could com- 
pete with Government rates. The people having given 
the General Government sole control of inland trans- 
portation and the construction and operation of the 
roads, State authority to construct or operate roads 
would be forever gone, and if any new roads were 
thereafter constructed it would have to be done by the 
General Government. As the population of the conn- 
try increases, the necessity for new lines of road will 
arise. " Watchdogs of the treasury " may object to the 
spending of any money that their constituents have no 
chance of handling; and as an appropriation will be 
necessary before even a preliminary survey can be made, 
it might be extremely difficult to get new roads that the 
commerce of the country demanded. However, should 
Congress consent to the appropriation and pass the bill 
for that purpose, the President and his advisers might 
think that the road provided for, if built, would be in a 
'' badly regulated municipality," or that the proposed 
line would help to develop the resources of an *' unde- 
sirable State," and so "veto" the bill. Even shonld 
the railroad corporations cease to exist, all other kinds 
will probably continue to do business. Political contri- 
butions will be needed for some years to come, and i^ 9 
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result, coal, iron, oil and other trusts and combines 
would probably be able to get new roads, for the pur- 
pose of "developing our home industries" in their 
particular neighborhoods, when the farmer and small 
manufacturers could not get their demands for a new 
road seriously considered. 

Thirty years ago the United States Government 
owned and controlled the finest system of inland water- 
ways in the world. The steamboat whistle was heard 
at all points on the Mississippi and Missouri rivers, 
from the Gulf of Mexico to Fort Benton, Montana. 
Travelers on the great rivers were rarely out of sight of 
the smoke of rival boats. Freights and fares were low, 
because there was competition. Anyone who could 
raise the necessary amount of money could construct 
and operate a boat on equal terms with the richest cor- 
porations. There was no way in which the corporations 
could control the carrying trade on the rivers ; a com- 
bination of capital could not secure a monopoly of 
water transportation ; and the only way in which the 
carrying trade of the country could be monopolized was 
by destroying river navigation and building railroads. 
The corporations have most effectually destroyed river 
navigation by the following means : First, they have pre- 
vented sufficient appropriations for the improvement of the 
rivers. Second, they have procured Government license 
for bridging the rivers at innumerable points, thus ren- 
dering the navigation difficult and dangerous for large 
boats and fleets of barges laden with grain and other 

—9 
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agricultural products. Third, for the purpose of drivinj 
steamboats from the rivers, lines of road paralleling th< 
rivers have cut rates below operating expenses, for tin 
sole purpose of getting the freights and passengers tha 
would otherwise have gone by boat, and have made u{ 
their losses therein by charging extortionate rates t( 
those on their lines who are forced to patronize the road 
The opposition being disposed of, old high rates will ii 
all cases be resumed. On the Mississippi and Missonr 
rivers and their tributaries, during the four years 1879 
1880, 1881, and 1882, there were 849 boats built, hav 
ing an aggregate tonnage of 212,001 tons. During th< 
four years 1893, 1894, 1896, and 1896, on the sam< 
rivers 342 boats were built, having an aggregate ton 
nage of 42,542 tons. (See page 377, Statistical Ab 
stract of the United States for 1896.) The annua 
appropriations by Congress for the improvement of th< 
rivers do not amount to one-fiftieth part of the sum an 
nually paid by the people for the maintenance of tin 
railroads. River navigation, except as to a little loca 
business where there happens to be no railroad and con 
sequently no bridge, will soon be a thing of the past 
The floating palaces of the great Western rivers hav< 
been driven from the waters by the railroad corpora 
tions, who are now operating their roads for the "con 
venience of the public." In the destruction of rive 
navigation we have a costly example of what the Gen 
eral Government can and will do at the bidding of th< 
trusts and combines. 
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Manj honest and well-meaniDg men are dreaming of 
the golden days of socialism that will come when the 
Government owns and operates the railroads and all 
other public works. They will yet awaken to the fact 
that we have for years been rushing at breakneck speed 
in the direction of imperialism. It is often argued that 
because some of the foreign governments own and 
successfully operate a portion of the railroad mileage 
within their limits, the Government of the United 
States could do the same thing. The advocates of such 
a policy forget tlmt there are many considerations 
which would prevent Government ownership from be- 
ing a success in this country, even though it may be so 
in the countries in which it has been adopted. No 
other government in the world is composed of a great 
number of sovereign States having the rights and pow- 
ers that belong to the States of this Union ; the exer- 
cise of which is necessary to the existence of the States 
and of the Union itself. The most essential of these 
rights reserved by the States are the right to exercise 
the police power of the State, and the sole right to reg- 
ulate its domestic affairs, which the Government own- 
ership of railroads would in a large measure prevent. 
This Union was not formed with the design of giving 
the General Government the right to interfere in any 
manner with the internal affairs of the States. To give 
it that power would take away the right of self-govern- 
ment, and give to the people living in one section of the 
country the right to prescribe the local rules of conduct 
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that shall govern those living in another and distai 
State of the Union. Should we now adopt such 
policy in the Government ownership of railroads, a 
excuse would soon be found for extending Govern iner 
interference to other matters pertaining to local go^ 
ernment. The experiment would be an exceedingl 
dangerous one. No other government has one-sixth a 
much railroad mileage as there is in the United States. 

Table No. 23, taken froin the Report of the Interstat 
Commerce Commission for 1894, shows the extent o 
Government ownership in railways in all parts of tli( 
world. (See next page.) 
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Chapter 9. 

State control of railroads. — Objections offered to the plan. — Answers 
to objections. — How State control can be exercised. — Valuation 
of roads. — Net earnings to be restricted to a certain per cent on 
value of road. — State to control railroad bookkeeping. — Disposi- 
tion of surplus earnings. — Passes only to certain railroad em- 
ployees. — Special rates should be abolished. — Tickets should be 
good at any time after purchase. — Traffic, Passenger and Freight 
Associations should be abolished. — Number of general officers 
should be reduced. — Officers' salaries should be restricted to cer- 
tain amounts. — Scientiflc press on Texas Railroad Law. — Defect! 
in Texas law. 

If there are other and safer plans than Oovernmen 
ownership, by which the present evils of railroad mam 
agement may be corrected, should they not be adopted ^■ 
One of these plans is State control, another is State owm 
ership of the roads, both of which are objected to by th^ 
advocates of both United States control and ownership. 
A number of reasons against United States ownership 
are stated in Chapter 8. The very fact that the corpora- 
tions want Congress to have entire control of railroad 
legislation, ought to be a snfiScient answer to the advo- 
cates of Federal control without ownership. Manj 
writers and speakers on the railroad question, who are 
in favor of United States control, are opposed to State 
control in any manner, for the i*eason, they say, that 
the States could not be trusted to regulate the recipro- 
cal rights and duties of the people and corporations 
within their jurisdiction. It is admitted that some who 
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crawl into State oflBces are corrupt, but the question 
arises, Should we get any better results from a combina- 
tion of such patriots in Congress? If the people of the 
separate States cannot be trusted to regulate their do- 
mestic affairs, what section of the country is it that fur- 
nishes the honest, capable men for Congress, the Senate, 
and the Supreme and other Federal courts, that can be 
trusted by the corporations? Mr. Depew charges the 
people of the Western States with wanting to confiscate 
his employers' property. Would he be willing to trust 
the representatives and partners of Eastern stock-gam- 
blers, monopolists, and the organizers of trusts and 
combines to do strict justice between their friends and 
partners and the Western farmers? The citizens of the 
States are also citizens of the United States. Is it prob- 
able that they would be more honest in their capacity 
of citizens of the United States than as citizens of the 
State? It is likely that the reason the corporations ob- 
ject to State legislation is because a visit to the State 
capital of a Western State during the term of the legis- 
lature by some of the corporations' most eloquent and 
persuasive after-dinner speakers, would be at once no- 
ticed and commented on, while the same flowerv talkers 
might run over to Washington during the session of 
Congress, and make known to friendly Representatives 
and Senators the corporations' desires in certain matters, 
without attracting much attention, or being seen by any 
one except those they went to see. 

Another objection offered to State control is, that no 
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two of the States would adopt the same laws, and that 
the just laws of one State on the subject of public trans- 
portation might not insure to its people full relief, by 
reason of the people of an adjoining State taking advan- 
tage of their low rates, and at the same time refusing to 
adopt similar laws, and that under State control the 
rates in no two of the States would be the same. The 
answer to the last objection is, that under Government 
control the rates could not be the same in all the States 
without being unjust to some of them. The value of 
railroads will differ somewhat in each State, from that 
in any other State. The rates should be based on the 
value of the road and the volume of business transacted 
by it, in order to insure just enough earnings to pay the 
expenses of operation and the interest on the value of 
the road. To argue that the people of some of the 
States would refuse to enact just laws for the control of 
the railroads, is to say that the people of those States 
would rather pay 12 than 6 per cent, interest. The 
danger would be in the opposite direction : each State 
would attempt to fix the lowest possible rates, and by so 
doing get them too low to pay the expenses of operation, 
and the interest on the value of the roads. 

State control that would do full justice to the owners 
of the road and to the public, could be accomplished in 
the following manner: 

The Legislature of each State should enact a law sim- 
ilar to that of the State of Texas, providing for the valua- 
tion of all the railroads in the State by the State Bailroad 
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Oom mission ; the value of the roads to be ascertained 
by the employment of expert engineers, giving the own- 
ers of the roa<J the right to appear and object to the 
value so fixed by the Commission, and in case of such 
objection being made, to at once proceed by due pro- 
cess of law to settle the question of tlie value of the road. 
Each road should be valued at the full amount it would 
cost to duplicate or reproduce it at the time the valua- 
tion is placed on it. This would not be difficult for a 
skilled engineer to do; the excavations and embank- 
ments are there, and can be measured to a cubic yard ; 
the bridges and trestles and tunnels and every physical 
feature of the road can be measured and its value ascer- 
tained ; and if accurately reported, a dispute as to the 
amount wosld avail nothing to the corporation, — the 
court could have it measured by an unprejudiced engi- 
neer. Everything necessary to the operation of the road 
should be given its full present value. 

The actual value of the roads having been ascer- 
tained, the amount that may be earned as interest on 
that value besides paying operating expenses, should be 
fixed by law, and if the net earnings exceed the amount 
allowed as interest, the surplus should go into a sinking 
fund, the property of the State, to be used in a further 
reduction of rates, or for the purchase of the road, 
should that become necessary on the part of the State. 

In order to know the exact cost of operating the 
roads, the law should require duplicate pay-rolls, and a 
monthly statement of all shipments and receipts of 
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freight; an account of all tickets sold and passes is- 
sued ; of all moneys received and paid out on account 
of repairs, betterments, and supplies, or otherwise, to be 
made bj all the roads to the State Kailroad Commission. 
A failure to make such report should be punished bj fine 
and imprisonment of the person required to make it. 

No one should be allowed to ride on a pass except 
railroad employees whose employment requires them 
to go from one point to another on the line ; the use of 
a pass by any other person should be made a misde- 
meanor, and in the case of a public officer, sufficient 
cause for removal from office. 

Special rates should be abolished, except for the pur- 
pose of attending local celebrations, and in such cases 
should be limited to a few days. All other special 
rates having been abolished, a regular ticket once 
bought and paid for should entitle any legal holder to 
ride on it at any time thereafter. 

Taxes should be abolished on every kind of property 
owned by the company which is necessary to the main- 
tenance and operation of the road and is kept solely for 
that purpose. 

A liberal interest should be allowed on the value of 
the property as ascertained and fixed by law. When 
the United States asked for bids on $200,000,000 of 
3-per-cent. bonds, bids amounting to the sum of 
$1,300,000,000 were received by the Secretary of the 
Treasury. This fact is strong evidence that capital is 
looking for permanent, safe investment at 3 per cent 
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iDterest. It may be suggested that patriotism prompted 
the people to subscribe to the loan, — and that might be 
true when applied to the bids from Wall Street^ but the 
working-people wanted the bonds because they are re- 
garded as absolutely safe; and besides being exempt 
from taxation, it is certain that the interest they bear 
will be paid when due. Bailroad bonds are taxed il 
the owner reports them to the assessor for that purpose, 
and therefore these bonds should bear a higher rate of 
interest than is paid by the Government. Each State 
would fix the rate of interest to be paid on the value of 
the roads within its jurisdiction, which would probably 
be about 6 per cent. ; and that would be enough, for 
under proper State control, railroad bonds would bo as 
safe as Government bonds, and if they returned 5 per 
cent, interest would be in much gi'eater demand than 
the United Slates 3-per-cents. 

Mr. Bobinson in his able article in the North Ameri- 
can Reidew^ before referred to, while speaking for the 
corporations and the bond and stock-dwners of the roads, 
contends for 6 per cent, interest, and says: 

"A road which earns $8,000 a mile, gross, can op- 
erate and pay taxes and then have 6 per cent, left on 
$40,000 a mile. That is not a condition that permits of 
ex travaganc67 because no road running through a region 
sufficiently populated to produce $8,000 a mile, gross, 
can have cost less than $40,000 a mile to build. But 
such a road should keep solvent." 



140 BAILBOADS. 

Mr. Bobinson fails to tell the pnblic what possible 
influence the population of the region can have on the 
number of cubic yards of earth or rock that must be 
moved in grading the road-bed, or on the number, 
length and height of trestles and bridges that must be 
built in the construction of the road. A densely popu- 
lated region is usually a comparatively level one, 
through which the building of a railroad would not be 
expensive. It is true that in a thickly settled country 
the right-of-way, which is at most but 12+ and is fre- 
quently but 9+ or 6+ acres per mile, if not donated 
(as it usually is) would cost a little more than in a new 
country, and the same of lands for terminal facilities, 
and there would be a few more depots and a little more 
rolling stock required in the thickly settled region than 
in the new country ; but all these increased costs could 
not amount to more than $5,000 per mile on a road of 
any considerable length. 

It will be seen in Table No. 14 that the net income 
from operation alone in 1896 was $377,180,332. It ap- 
pears from Table No. 12 that the total present value of 
all the roads is not more than $4,837,558,512, on which 
amount 6 per cent, interest, amounting to the sum of 
$290,253,510, could have been paid out of the net 
earnings for 1896, and have left to the producers of the 
country the sum of $86,926,822. Under proper man- 
agement the people could pay 6 per cent, interest on 
the present value of all the roads, pay the laborers on 
the roads much better wages than they now get, and re- 
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doce the present rates one-half. All traffic, passenger, 
and freight associations should be abolished. The law 
should reduce the number of "general" and "other" 
railroad officers, and restrict their salaries to about the 
amount now paid to United States, State, and county 
officials. No railroad president should receive a greater 
salary than is paid to the Secretary of State, or of the 
Treasury of the United States. Men whose families are 
thinly clad in the winter season help to pay these $50,- 
000 and $76,000 salaries to railroad presidents, and all 
other extortionate salaries received by railroad officials. 
Little children go hungry and shiver in the winter wind, 
in order that " the many parasites on corporate manage- 
ment," spoken of by the Interstate Commerce Commis- 
sion, may live in palaces and travel in Europe. Men 
living in sod houses in Nebraska, Minnesota, and the 
Dakotas, helped to pay the expense of rebuilding and 
refurnishing Blenheim castle. The people themselves 
are to be blamed, if they continue to submit to the im- 
position and extortion that has so long been practiced 
upon them by the agents of these "artificial persons" 
called railroad corporations. 

All railroads in the construction of which the cor- 
porations received private donations or exercised the 
power of eminent domain, are public highways, and, 
regardless of charter or other provisions, are subject to 
State control. The highest court of the country has 
many times affirmed that right as belonging to the 
States. 
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''It is now settled in this court, that a State has 
power to limit the amonnt of charges bj railroad com- 
panies for the transportation of persons and property 
within its own jurisdiction, unless restrained bj some 
contract in the charter or unless what, is done amounts 
to a regulation of foreign or interstate commerce. This 
power of regulation is a power of government continu- 
ing in its nature, and if it can he bargained away at all^ 
it can only be by words of positive grant or something 
which is in law equivalent. If there is any reasonable 
doubt, it must be resolved in favor of the existence of 
the power. In the words of Chief Justice Marshall, in 
Providence Bank vs. Billings^ 4 Pet. 514-661, its aban- 
donment ought not to be presumed in a case in which 
the deliberate purpose of the State to abandon it does 
not appear." 

(Chief Justice Waite, in delivering the opinion of the court in 
Stone V8. Farmers Loan & Trust Company, 116 U. S., p. 307.) 

It will be noticed that Chief Justice Marshall was 
speaking of the right of the State as applied to a bank- 
ing corporation, not as to a public highway. Chief 
Justice Waite strikes the keynote when he says, "and 
IF IT can be bargained AWAY AT ALL," which plainly 
indicates that he doubted that the State could bargain 
away the right. 

Says Mr. Chief Justice Fuller : 

"The governmental power of self-protection cannot 
be contracted away, nor can the exercise of rights 
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granted, nor the use of property, be withdrawn from 
the implied liability to governmental regulation in par- 
ticulars essential to the preservation of the community 
from injury." And also that "A power reserved to the 
Legislature to alter, amend, or repeal a charter author- 
izes it to make any alteration or amendment of a charter 
granted subject to it, which will not defeat or substan- 
tially impair the object of the grant, or any right vested 
under it, and which the Legislature may deem necessary 
to secure either that object or any public right." 
"The conclusions of this court have been repeatedly 
announced to the effect that though railroad corpora- 
tions are private corporations as distinguished from 
those created for municipal and governmental purposes, 
their uses are public, and they are invested with the 
right of eminent domain, only to be exercised for pub- 
lic purposes ; that therefore they are subject to legisla- 
tive control in all respects necessary to protect the public 
against danger, injustice, and oppression ; that the State 
has power to exercise this control through boards of 
commissioners." 

(New York & New England R. R. Co. vs. Bristol, 151 U. S. 556.) 

The following extracts show the opinion entertained 
of the Texas railroad law by two of the leading scien- 
tific journals of the world devoted to civil engineering 
and the construction of railroads, etc., etc. The first 
extract is from the Engineering News and American 
Railway Journal for April 23, 1896. This journal is 
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In high standing throughout the United States and in 
Europe : 

"As a matter of fact, after a careful examination of 
the last report of the Texas Railway Commission, we are 
constrained to believe that this bad name is undeserved. 
If the attitude of the State towards the railways is cor- 
rectly set forth in the Commission's report, we are free 
to say that the position is economically and politically 
correct, and that other States and State Railway Com- 
missions can profitably study the work that has been 
done in Texas. 

" It may be said at the outset, that the Texas Com- 
mission has attempted a task which has never been at- 
tempted before anywhere, and that is to base railway 
rates upon the cost of service. The position of the 
Commission is that the railways are entitled to charge 
rates high enough to return a fair rate of interest on the 
actual value of their property, and no higher. By value 
is meant not the par value of outstanding stocks and 
bonds, nor the amount of money which has been actually 
spent and charged to capital account; but it is what the 
entire plant of the railway company could be duplicated 
for at the present time. 

"That this principle is a sound and safe one, and 
equitable to both the railways and the public, all care- 
ful students of the railway problem will generally agree. 
That the Texas Commission is willing to adhere to it, 
and carry it out impartially, the following extract from 
its report bears witness : 
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" 'While it is the duty of this Commission, as far as 
it has the authority to do so, by its rates and rulings, to 
protect the public against discrimination in rates and 
service between shippers, and against excessive freight 
charges, it is equally its duty to establish and maintain 
such rates as will secure to the railway corporations a 
proper return of interest on the capital invested, if the 
condition of the roads with reference to population and 
business will enable it to do so. And it would not 
hesitate, if it should be shown to be necessary, to in- 
crease rates for this purpose. This Commission has 
often stated to the freight agents and traffic managers 
in its meetings with them, that if the railway companies 
engaged in interstate shipment would make and main- 
tain rates which would be fairly compensatory to them 
on such shipments, this Commission would do all in its 
power, by its rates, to secure them reasonable revenue 
on their railway investments in this State. And we 
now repeat that statement. But this suggestion con- 
templates good faith on both sides in the making and 
maintenance of rates.' 

"That the principles above stated have been carried 
out in practice, as far as the Commission is concerned, 
appears to be shown by the figures in the report; and 
it is stated that notwithstanding the important reduc- 
tions in freight rates, (some of which were made by 
request of the railway companies,) the returns show an 
increase in revenue. Rates are not always lowered by 
the Commission, but in some cases are as high as — or 
higher than — those which were in force before the 
railways were subject to regulation. This has been on 
account of the necessity of preserving rate^ ^VyjJ^^^^^^ 
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long been in force on account of competition or other 
local conditions. These cases are quite limited in num- 
ber. There has been steady increase in both gross and 
net earnings per mile in Texas, as compared with the 

equally steady increase for the whole United States. 
• •••• ••••* • 

"Under the Texas law, no bonds can be issued on 
any railway line for a greater amount than the. actual 
value as determined by the Commission. Anyone 
familiar with the water that has been injected into the 
capitalization of almost every railway corporation in the 
country at some time in its history through bond issues, 
will confess that Texas is attempting to remedy a very 
real and serious evil : everv one will watch with interest 
to see what measure of success is attained in the work 
that she has undertaken." 

The following extract is from Engineering^ a London 
journal of high repute on all that relates to the con- 
struction of railroads and other public works. The 
opinion of this journal is of importance, as many Eng- 
lishmen invest in American securities : 

"In Texas a Railroad Commission, with unusual pow- 
ers, has been organized, through the legislative exertion 
of ex-Governor J. S. Hogg, and the annual report be- 
fore us is interesting. Tlieir ruling as to rates has been 
affirmed by the Supreme Court ; but the chief point in 
this connection is their function in reference to the pro- 
motion of lines and the issue of bonds. Bailway com- 
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panies have a happy way of meeting liabilities by the 
issue of the bonds in excess of the worth of their prop- 
erty, and one duty of the Commission is to value the 
property and franchises, and thus determine the maxi- 
mum amount of bonds that may be issued. The esti- 
mate is based on the cost ot construction plus a 
reasonable profit to contractors. Thus 6,000 miles or 
so have already been valued, and the average worth is 
£3,185 per mile, beyond which the property cannot be 
bonded. With this restriction there is a greater chance 
of profit to the share- or bondholders. Again, the 
Commission have power over new railways. The route 
proposed is considered in the light of probable trafiic, 
and is laid out also to involve the least difficulties. It 
is suggested that otherwise the interested promoter and 
constructor would map out the most difficult route, so 
that his profit on construction might be the greater. 
Bonds for new lines in Texas can only be authorized on 
the basis of the cost of constructing the road of a cer- 
tain grade, with a certain kind of material, and of a 
certain standard of excellence to insure the minimum 
expense of working. The new legislation has been op- 
posed on the plea that the effect is to discourage the 
construction of railways and the investment of capital 
in this class of security. But, as matter of fact, the leg- 
islation, which has been in force four years, tends to 
encourage investment, as it insures the carrying for- 
ward of lines which have a prospect of traffic, and at a 
fair cost for construction, discouragiw^ ^^^^ixAaJCv^^Nxxj^ftR. 
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such ae we liare incidentally referred to. Moreo' 
inenrea very reasonable rates of freight. It is the 
aotee which is given by this legislation that is neei 
to reassure the investing pnbltc in all the Statt 
ways." 

But little fanlt can be found with the Texas ra 
law, eo far as it goes, except to that part of it whic 
vides for the taxation of the roads. Its other faul 
that it fails to limit the salary that a "genera 
"other" railroad officer may draw from the com 
There are but ten owners of the stock of the Galv 
Harrisbiirg & San Antonio road. If each of these 
holders is an officer of the road, they may agree t 
themselves such salaries as will prevent the necesi 
declaring a dividend, although with moderate sf 
there would be money for that purpose. Tliere 
no other stockJiolders, no one wonld object, an 
amount would be covered up, under "expenses i 
eratton," and a howl raised about rates being to 
to aSord any dividends on the stock. 

Texas, however, has done better in the directi 
railroad control than has been done by any other 
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State ownership of milroads. — Evils of United States OTrnership 
would not accompany State ownership. — Bate of interest on 
bonds issued by State in purchase of the roads. — Bonds would 
remain in the State. — Money in savings banks in United States 
would buy bonds. — Advantages and disadvantages of State control 
and State ownership compared. — Civil service under State owner- 
ship. — Strikes would cease. ^Construction of new roads. 

The State having by law ascertained the present 
yalae of the railroads within its borders, would be in a 
position to know the exact amount it would have to pay 
should State ownership be decided upon, a plan that 
may be adopted by the people under the belief that it 
would be the best means for securing reasonable rates 
of transportation. State ownership would not bring 
with it the evils that would attend United States owner- 
ship. There being fifty States and Territories, the 
power of appointing to positions on the roads would be 
divided among that number of executives or boards 
having no connecting interests, instead of being lodged 
in the hands of one person or board. The govern- 
ments of these fifty States and Territories would prob- 
ably never all be at the same time under the control of 
one and the same political party, and that fact would 
prevent a unity of action on the part of the State gov- 
ernments, against the interests of the people. The 
government of each political division would be confined 
to the control of the railroads within its jurisdiction, 
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while United States control over interstate commerce 
would prevent the unjust discrimination of any State 
against the commerce of a sister State. State owner- 
ship would not bring with it such tiresome red-tape 
rules as prevail in all Federal business transactions. 
Under State ownership, in case of any disagreement 
between the patrons of the road and the road oflScials, 
the fountain-head of justice would be near home ; a man 
could get redress, if entitled to it, in the State where 
the injury was received. The impositions of this for- 
eign corporation business would cease under State own- 
ership. The "insolence of office" in the road officials 
would not reach that degree under State ownership that 
is found in the United States official who has a friend 
at court. If the abuse of requiring political funds to be 
raised by the heads of departments by contributions 
from their subordinates is to be continued, under State 
ownership they would not all go to assist one of the 
political parties, as they would under the ownership of 
the General Government. 

Of two evils, it is said one should always choose the 
least, and on that principle there might be many more 
reasons given in favor of State ownership as against 
United States ownership. Should the State finally con- 
clude to buy the roads within its borders, it could make 
the bonds upon which the money was borrowed for that 
purpose, exempt from taxation within the State, and thus 
find plenty of purchasers for bonds bearing 3J per cent, 
interest, redeemable at the option of the State after a 
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certain nnmber of years. From the fact that they would 
be taxable anywhere ontside of the State, such a provi- 
sion would tend to keep the bonds at home. There 
might be constitutional objections in some of the States 
against making the bonds exempt from taxation, but as 
it would be to the advantage of all the citizens to get 
bonds issued bearing the lowest possible rate of interest, 
and consequently getting a low rate of fares and freights, 
the objection could be easily overcome by amending the 
constitution for the sole purpose of issuing such bonds- 
There is at the present time $2,000,000,000, nearly one- 
half enough to buy all the railroads in the United States, 
in the savings banks of the country, every dollar of which 
would quickly go into such bonds as above described, is- 
sued by the States for the purchase of the railroads, for 
the reason that the money invested in such bonds would 
not be taxed, would draw better interest than the savings 
banks pay, and would be just as safe as if invested in 
United States bonds. Does anyone suppose that the 
State of Texas would have any difBculty in borrowing 
$150,000,000 on 3^ per cent, non-taxable bonds issued 
for the purpose of buying the railroads of the State? 
No doubt the whole amount would be taken by the peo- 
ple living in the State. The assessed valuation of the 
property in Texas in 1895 was $865,120,989 ; its actual 
value is probably three times that amount. Should the 
State buy the railroads, a sinking fund could be created, 
into which a sufficient per cent, of the earnings of the 
roads could be paid each year to redeem the bonds at 
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maturity, the interest promptly paid, and at the same 
time the people have lower rates than the roads now 
give them. Should the Federal courts persist in talking 
about ''original cost of construction" as a basis for fix- 
ing rates and earnings, the States may be obliged to 
take the roads under the power of "eminent domain" 
in order to protect the people against oppressive rates. 

It is argued by some that in the event of the public 
buying the railroads, instead of paying their present 
value the price paid should be the amount that it cost 
the corporations to construct them ; because, they say, 
had the public constructed the roads they would have 
cost the people as much as they cost the corporations, — 
which is doubtful. But were it true, these honest souls 
forget that if the people had built the roads they would 
not for the last sixty years or less have been paying 
enormous rates while the high-priced materials and roll- 
ing stock were being worn out and replaced at little 
cost. 

State control and State ownership appear to be the 
only alternatives by which the railroad question can be 
safely and finally settled. There would be advantages 
and disadvantages attending each of these alternatives, 
not possessed by the other. State control without own- 
ership would leave the roads in the hands and under 
the immediate management of the corporations, and 
while avoiding a vast increase in the number of State 
offices and places to be filled by the appointing power 
of the State, which might give that power an undue in- 
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fluence in State and Federal elections, it would leave 
the combined power and corrupting influences of all the 
corporations constantly at work against the public, for 
the advancement of their private interests. So far as 
the question of expense is concerned, in either case it 
would be, as it now is, paid by the people. The ques- 
tion is, By which of these two plans would the expenses 
of maintaining and operating the roads be lowest? 
Ordinarily, private enterprises of every kind are con- 
ducted more economically than are public enterprises of 
the same class ; bat whether private management of the 
railroads when only ar certain income could be earned 
would be less ezpentive than public management, is 
doubtful. Take ninty the incentive of possible profits, 
and private managMient would probably require con- 
stant interference oil the part of the State, in order to 
keep down "operating expenses." However, under the 
supervision of a competent Railroad Commission of the 
State, under proper regulations controlling the purchase 
of materials and supplies and the letting of contracts 
for work to be done, the operation of the roads might 
be left with the corporations without injury to the pub- 
lic interest. Under proper control the interest of the 
railroads would become the interest of every man, 
woman and child in the State. 

Under State ownership, the property secured in the 
purchase of the roads would be different from almost 
any other kitid of property bought by the State, in this, 
that while almost all other kinds of State property are 
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a constant expense to the people after purchase, with-> 
out affording much or any return therefor, railroads 
would not only pay for and maintain themselves, but 
would also be a constant source of profit to the people 
by giving them cheap transportation. 

Under State ownership the State would be in a posi- 
tion to properly exercise the police power that belongs 
to it, and that it alone should be permitted to exercise. 
Under honest civil-service rules the roads would be 
taken out of politics. Competitive examinations would 
secure capable and honest employees and oflScers, just 
wages would be paid, and railroad strikes would no 
longer disturb the peace and cripple the commerce of 
the country. Kailroad corporations having ceased to 
exist, the roads would take their proper place with the 
other public highways of the State. No roads would 
be constructed for the purpose of speculation, but would 
be built with due regard to the lines of commerce and 
the needs of the people. 

Under State ownership new lines of road could be 
constructed in the several States whenever and wher- 
ever necessary, without first obtaining permission from 
the representatives of the people living in distant States. 
No sectionalism growing out of business interests would 
enter into the question of the location of new lines 
under State ownership, such as would more or less 
control the construction of new roads under United 
States ownership. 

Railroads are no longer an experiment. When con- 
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strncted thej at once become public roads for all future 
time, and it is probable that the building of new roads 
will keep pace with the cheapening processes of new in- 
ventions and the growth of population. This eternal 
contest between the people and the corporations should 
be forever ended, and it may be that State ownership is 
the only remedy for the evil. State control might only 
'* scotch the snake, not kill it." Should the people con- 
clude to try State control without ownership, every step 
that is properly taken for that purpose would be a step 
that must be taken to accomplish State ownership, 
should that be decided upon; such as ascertaining by 
law the value of the roads, etc., etc. The people have 
the power, and it is to their interest, to put an end to 
corporate oppression. Had the railroad question been 
promptly taken up by the people for settlement when it 
first came up, they would not now be paying unjust 
freight rates on the products of their farms and fac- 
tories. It is a matter that cannot be disposed of in one 
month, or even in one year, — it may take several years ; 
but the longer the settlement of it is deferred, the more 
difficult it will become. The united efforts of those 
most interested in having an equitable regulation of in- 
land transportation will settle the whole matter on a just 
basis, in spite of the unscrupulous opposition that is sure 
to be offered by the corporations. All power is in the 
people; they have but to will it, and the railroad ques- 
tion will no longer be a- disturbing element in the busi- 
ness interests of the country. 



SUMMARY. 

The statistics contained in the preceding chi 
prove tlie following facta, viz.: 

1. That in 1850 tliere had been 9,020 miles of ra 
constructed in the United States, at an sverag 
of 133,000 per mile, and that in 1860 then 
been 30,626 miles of road constrncted, at an av 
cost, as represented by stocks and bonds, of $3 
per mile; and that for the nine years from If 
1860, inclusive, the average price of pig ire 
ton was $27.25+ ; of bar iron per ton, |70. 
and of iron rails per ton, $5d.51-|-. 

2. That during the nineteen years following 186 
ending with 1879, there were 55,958 miles oJ 
constructed, at which time the average cost pe: 
on all roads was $57,730, and that from the 
1861 to 1879, inclusive, the average price per i 
pig iron was $34.29 ; of bar iron per ton, $7 
of iron rails per ton, $67.05 ; and of steel rai 
ton, from 1867 to 1879, $96.67; while from 
to 1879, inclusive, the average price of locom< 
other than switching, was $12,200 each. 

3. That dnriug the seventeen years following tin 
1879 and ending with the year 1896, there 



SUMMABT. 157 

96y016 miles of road constructed, making a total 
mileage of 182,776 miles of single track, at an av- 
erage cost, as represented by stocks and bonds, of 
$61,867 per mile. During the seventeen years from 
1880 to 1896, inclusive, the average price of pig iron 
was $18.87 per ton ; of bar iron, $44.55 per ton ; of 
steel rails, $35.34 per ton ; while the average price 
of locomotives, other than switching, was $8,005 
each. 

4. That during the construction of the 96,016 miles of 
railroad from 1880 to 1896, inclusive, the average 
cost per mile, as represented by stocks and bonds, 
for the whole seventeen years, was $60,875 ; and 
that during this period of time pig iron was 30+ 
per cent, cheaper, bar iron 36+ per cent, cheaper, 
and steel rails 40+ per cent, cheaper than pig iron, 
bar iron and iron rails were from 1852 to 1860, in- 
clusive; while the average cost per mile in 1860, as 
represented by stocks and bonds, was $21,875 less 
per mile than the average amount of stocks and 
bonds per mile from 1880 to 1896, inclusive. 

5. That the railroads of the United States did not 
originally cost one-half of the amount for which 
they are stocked and bonded. 

6« That there has been a great decline in the prices of 
railroad materials and rolling stock since much of 
the mileage was constructed. 
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7. That the present valne of all the roads is bat little 
more than two-fifths (^) of the face valne of the 
stocks and bonds that have been issued by the cor- 
porations and based upon the lines, and which do 
not include the $1,404,130,581 of stock issued by 
the "Joint Traffic Association," the dividends on 
which must be paid by the patrons of the roads. 

8. The statistics show that the face value of the bonds 
alone exceeds the value of all the roads by about 
$578,516,457, and that the bonds represent much 
more than the amount of money that was honestly 
expended in the construction of the roads. 

9. That of the $5,416,074,969 of bonds reported by 
the corporations on 178,549 miles of road, all but 
$400,111,363 have been sold to the people that 
furnished the money to construct and equip the 
roads, and who are satisfied with the interest the 
bonds bear, and that therefore the interest on 
the bonds is "a reasonable rate of interest " on 
the value of the roads ; and that being the case, 
that at least $6,290,730,567 of stocks and $578,- 
516,457 of bonds on this 178,549 miles of road 
represent no part of the cost of constructing and 
equipping the roads. 

10. That this $5,869,247,024 of over-issue of stocks 
and bonds on the 178,549 miles of road, at the 
same proportion per mile, amounts to $6,008,192,- 
741 on the 182,776 miles of road in existence on 
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Jane 30, 1896; represents no dollar of honest in- 
vestment by the corporations, and is an incubus on 
the industries of the country far more oppressive 
than would be an increase of the national debt in 
that amount. 

11. That the operating expenses of the railroads in the 
United States are at least 15 per cent, higher than 
in any other country in the world that has a con- 
siderable mileage of railroads and uses late im- 
provements. 

12. That the heavy expense of operating the roads in 
this country is largely caused by the payment of 
unreasonably high salaries to an army of unneces- 
sary railroad officials, and the support of '*the 
many parasites on corporate management by 
which profits are sucked up," and that at the pres- 
ent time fares and freights are at least 50 per cent, 
higher than they should be. 

13. It is shown that the rule laid down by the Federal 
courts, for the guidance of State Railroad Commis- 
sions in fixing rates within the State, is manifestly 
unjust to the people of the State. 

14. That the rule adopted by these courts for the pur- 
pose of arriving at the value of railroads is an at- 
tempt on the part of the courts to protect the 
property of the corporations from decreasing in 
value in the same or any proportion that the same 
kind of property belonging to private persons^ the 
producers ot the country, dQCT^«>;a^^, 
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16. That the Federal Courts, in their decisions, give 
to the corporations the right to fix rates on a basis 
of the prices of watered stocks and bonds made 
by "wash" sales in gambling stock boards. 

16. It is shown that the railroad corporations pay but 
^+ of one per cent, on the alleged value of the 
roads, and that not one cent of the railroad taxes 
comes from the pockets of the stock- and bond- 
holders, but are all paid by the patrons of the 
roads, the burden of which falls most heavily on 
the farmers of the country. 

17. That laws providing for the taxing of railroad 
"franchises" simply legalize larceny on the part 
of the corporations, and that all property owned 
by the corporations that is actually necessary to 
and used in the operation of the roads, should be 
exempt from taxation, by which means the number 
of railroad oflicers and clerks could be greatly re- 
duced and rates on the roads materially lessened. 

18. The question of United States ownership of the 
railroads is discussed, and reasons are advanced to 
prove that such a step would be dangerous to the 
constitutional rights of the States, the liberty of the 
people, and the commerce of the country. 

19. The instance of the destruction of navigation on 
the magnificent inland waterways of the United 
States is cited as an example of how Government 
control of inland transportation can be turned into 
poDtrol by the corporations, 
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20. It 18 shown that either State control without owner- 
ship, or State ownership of the railroads, is the only 
safe alternative that can be adopted in the solution 
of the railroad question ; and that by proper Federal 
and State legislation under either of these alterna- 
tives, full justice can be given to all concerned and 
the troubles arising out of the railroad question 
brought to an end. 



In the following chapter, a way is pointed out by 
which the producers of the country can secure 
Federal and State legislation for the proper con- 
TROi^ OF Railroads. 
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Chapter 12. 

Remedy for existing evils of railroad maDagement. — Agricultural 
products. — Security of the country is its crops. — Evils that v^ould 
attend loss of trade. — Trans-Siberian Railway. — Russian compe- 
tition in tlie grain markets of the world. — Crops of wheat in 1897 
and 1898. — Producers to act for just legislation concerning rail- 
roads. — The farmer vote, what it can do. — Producers should 
unite for railroad legislation in 1899 and 1900. — Should be the 
main issue in State and Federal elections. — The two leading par- 
ties can be forced to take up the issue. — A new party might 
become necessary. — Care to- be taken in the selection of candi- 
dates. — General prosperity will follow just railroad legislation. 

It would be of the greatest advantage to all the pro- 
ducers of the country, to have the matter of railroad 
transportation settled on a just basis, but to no class of 
producers would it bring such advantages as would 
accrue to the farmers of the United States. There has 
for many years been a gradual decline in the prices of 
nearly all of the products of the farm. This decline 
has at times been temporarily arrested by the failure of 
crops in other countries, and the attempt on the part of 
speculators to corner the market ; but the general course 
has been downward, and the result has been a decline 
in the value of farming lands in nearly all the grain- 
producing States. The farmer, while furnishing the 
articles of export that give us the balance of trade 
which secures to some extent the general welfare of the 
country, has himself year by year grown poorer through 
a gradual decline in the value of his land. It has for 

^162) 
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many years been the boast of politicians that America 
feeds the world, and that this fact will always secure 
our national prosperity. If it be true that our prosper- 
ity comes from our agricultural exports, then it follows 
that the prosperity of the country depends upon the 
farmer, for without his labors there would be no bal- 
ance of trade in our favor. A recent article in the 
New York World is well worth studying, for it gives 
some figures that are not known by all the people con- 
cerning our foreign commerce, for the year ending 
June 30, 1898. The World says as follows upon that 
subject : 

'^America's chief protection the fact that she feeds 

the world. 

"The figures of our foreign commerce for the fiscal 
year ending June 30 are eloquent and instructive. 

"Our total exports exceeded $1,200,000,000 — a rec- 
ord-breaking figure. Of these, the products of agricul- 
ture exported amounted to $854,627,929, an increase of 
more than $170,000,000 over the figures of the preced- 
ing year. 

"Of the total increase in our exports, which was al- 
most wholly of agricultural products, the increase to 
European countries was $160,000,000. These custom- 
ers of ours took altogether $973,699,289 of our prod- 
ucts. So much is 'abroad' to us! 

"In other words, we feed Europe. In spite of the 
hostility of Germany and France to the American ho^^ 
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and in spite of every kind of petty opposition" to and 
persecntion of our exporting industry, we are still the 
world's granary and the source of its food supply. 

"Any interruption in this supply would mean a dis- 
turbance of values and prices in every European market 
such as few European governments could stand. The 
first result would be the absolute hunger of the working 
classes, of the bread-winners and of the bread-eaters. 
Riots and anarchy and the overturning of governments 
and dynasties would be the ultimate result of any long- 
continued interruption of the American food supply. 

"The peace and security of the United States are 
guaranteed by its crops. So long as our farmers fur- 
nish the military camps of Europe with their rations, 
there is no danger of their disturbing our peaceful su- 
premacy." 

If the interruption of America's food supply should 
be attended by such disturbances of values and prices 
in every European market as is predicted by the writer 
of the World article, what would it mean to the farmers 
of this country if it should happen that the great ad- 
vantage of feeding Europe were suddenly taken away 
from us, and that a large part of the food supplies that 
Europe now gets from the United States were furnished 
by another country? What effect would that loss of 
trade have on the price of farming-lands in the United 
States ? What would be the condition of the 27,000,000 
of people who are supported by agriculture? What 
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would be the condition of the farmers and their fami- 
lies, whose lands are heavily mortgaged? What wages 
would the laborer get with the price of wheat, corn and 
cattle too low to aflFord the farmer any profit in raising 
them ? Would it not necessarily happen that the wages 
of the laborer in the United States would quickly go to 
the level of the wages of the laborer in Europe ? 

Anyone who should predict that within the next five 
years the United States will cpase to be the granary of 
Europe, would be called a pessimist or an alarmist, — to 
say nothing of the other hard names that the jingo and 
the optimist would apply to him. And yet it is certain 
that within the next two years, in 1900, the great Trans- 
Siberian Railway will be completed to the Yellow Sea. 
This road will be, when completed, almost 5,000 miles 
long. It is being constructed by the Kussian Govern- 
ment for military and commercial purposes. It will 
provide an ample outlet for the agricultural and other 
products of the vast territory of northern Russia and 
Siberia, which up to this time have been shut out from 
the markets of Europe by lack of transportation facili- 
ties. It is said that almost every mile of the road will 
pass through one of the best grain-producing regions of 
the world. In 1897 the United States produced 492,- 
000,000 bushels of wheat; in the same year Russia 
produced 387,035,000 bushels, and Canada's produc- 
tion was 51,075,000 bushels. In the year 1891 the 
United States produced 33,000,000 bushels of rye, 
while in the same year Russia produced 639,000^000 



bushels. The Russian Agricultural Ministry gives the 
grain crops of that country for 1898 as follows: 417,- 
450,000 bushels of wheat, 717,786,000 bushels of rye, 
320,141,000 bushels of barley, 606,861,000 bushels of 
oats, and 42,779,000 bushels of maize (corn). It is 
alleged that with proper transportation facilities the 
output of Russian grain can be increased threefold. In 
northern Russia and Siberia beef retails at 2 cents per 
pound. 

The area of the United States and the Territories is 
3,602,990 square miles; the area of the Russian empire 
is 8,644,100 square miles. The area of Canada is 3,457,- 
000 square miles. The wheat belt of Canada is 500 miles 
wide and 2,000 miles long, and it is being rapidly set- 
tled by emigrants from the United States and Europe, 
who are taking up the land for the purpose of raising 
wheat, barley, rye, and oats. Many branch lines of rail- 
road are being constructed from the Canadian Pacific 
through this newly settled region, which will at once 
give the inhabitants an outlet for the products of their 
farms. We have recently seen what the Canadian Pa- 
cific Railroad can do in the way of low rates. The 
great territorial extent of the grain-producing regions, 
both in Russia and Canada, renders it extremely improb- 
able that there will ever be a general failure of crops in 
either of those countries. It is Russian competition, 
however, from which the Americian farmer has most to 
fear ; and it would be worse than foolish to disregard 
the present indications of what will be sure to come 
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when the Siberian road is finished. In order to meet 
foreign competition in the markets of the world, if the 
American farmer can successfallj do so at all, it will be 
necessary for him to have the lowest possible freight 
rates from every part of the interior of the country, to the 
seaports. If such rates are secured, it will be done solely 
by the people to be benefitted thereby ; that is, by the 
farmers and other producers, and their laborers and em- 
ployees. But should other producers fail to take part in 
the contest for just rates, the farmers and their em- 
ployees can unaided win the battle. 

In 1890 there were 6,065,130 farmers, planters and 
overseers, and 2,666,930 agricultural laborers, making 
a total of 7,612,060 persons, nearly all of whom were 
voters, who are directly interested in securing just rates 
on inland transportation. The total number of votes 
cast for all Presidential candidates in the election of 
1896 was 13,923,378. It will be seen from these fig- 
ures what influence the agricultural vote must have had 
in deciding the contest. It is certain that any candi- 
dates in whose support the farmer vote is united will be 
elected in nearly every State in the Union. The farmer 
vote can elect the President of the United States and 
the majority in both houses of Congress ; it can elect 
the majority in both branches of the legislature, the 
Governor, and all other State oflBcials in nearly all the 
States. The producer vote can amend the Constitution 
of the United States and the Constitution of nearly 
every State in the Union, — and it can do all this 
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without resorting ,^to the corrupt use of money or politi- 
cal influence. The producers of the country should 
profit by the example of the people of the United States 
in our recent war with Spain, — drop all minor political 
questions, and without regard to former or present 
party afliliations unite for the one object of settling the 
question of who shall control our public highways and 
lines of inland transportation. Should they do so, they 
will find their victory iEis easy and complete as were 
those of Dewey and Schley. 

The opinions of the producers in one section of the 
country differ from those of the producers of another 
section, as to which is best for the whole country — 
high tariff or low tariff: some want free trade. In 
some sections they want the single, gold standard as the 
measure of value; in other sections they want the free 
and unlimited coinage of silver at a ratio of 16 to 1. 
In the same sections they are arrayed against each 
other on many questions of political economy; but 
there is one matter upon which all farmers and other 
producers agree, and that is that they pay to the rail- 
roads too large a proportion of their gross earnings in 
getting their products to market. 

Producers and their employees, like all other classes 
of citizens, are connected with and owe allegiance to 
the different political parties of the country. At each 
Presidential election, for many years past, there have 
been four or five candidates in the field ; but since the 
organization of the Republican party, the real contest 
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has at each election been between the Democratic and 
the Republican candidates. In many of the elections 
the combined vote of the third, fourth and fifth parties 
in the field could have caused a different result in the 
election had it been cast in support of the candidate 
having the second largest number of votes. It has 
many times been in the power of the third, fourth and 
fifth parties in the field to elect either a Democrat or 
Republican for Governor of the State, and also a ma- 
jority in both branches of the Legislature ; while they 
had no chance whatever of electing either of their own 
candidates. Many farmers are neither Republicans nor 
Democrats, but afliliate with one of the minor political 
parties, — which is all right as a matter of principle, but 
greatly to the neglect of their material interests. 

What the farmers and other producers want, and have 
just cause for demanding, is a radical reform in the laws 
applying to corporations, and especially to railroads. 
Complete control of railroads can only be had through 
State and Federal legislation. It can only be had through 
one or other of the two great national parties, or the 
formation of a new party ; but it is probable that by far 
the greatest present benefit could be had through the 
Republican or Democratic party, for the reason that it 
is almost certain that one or the other of these parties 
will control the Government of the country for years to 
come; and what the producers want, and must have, is 
speedy relief in the matter of fares and freights. To get 
this, they must drop for the present time, differences of 
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opinion on all minor political questions, and make proper 
railroad legislation a National as well as State issue in 
the next general election. This they can do, by organ- 
izing and pledging their support to whichever of the 
two great parties shall adopt a platform best calculated 
to afford the legislation and relief demanded bj the pro- 
ducers. 

Corporate power and influence with those in certain 
high places has for years been a scandal and a blot on 
the Government of this country ; and this can be truth- 
fully said of both the Democratic and Bepublican admin- 
istrations. Corrupt pretenders and ignorant political 
quacks have been elected and appointed to high posi- 
tions, only to disappoint and betray the people. Both 
parties have again and again adopted platforms stuffed 
with ringing generalities, to be interpreted to the peo- 
ple by hired speakers in different parts of the country, 
in whatever way might seem best to catch the local 
votes. Both parties have been loud in their denuncia- 
tions of trusts and combines, and yet corporate power 
was never so great as it is today. But great as that 
power is, when opposed by the united power of the 
American producers it will shrivel up like the putrid 
carcass before the July sun. When the two great parties 
understand that they must do the producer justice or 
lose his vote, no doubt they will try to outdo each other 
in promising him the desired relief ; but this condition 
of affairs can only be brought about by organization. 
The corporations are thoroughly organized in every part 
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of the cotintry, and will make a bitter fight against any 
just legislation for the relief of the overtaxed produlBers. 
Thej will spend millions of dollars in the attempt to 
carry the elections and defeat any and all measures that 
tend to give railroads their true status in the State, and 
the money so spent will be charged up to ^'operating 
expenses." 

The organization should be for the sole purpose of 
procuring State and National legislation for the com- 
plete control of the public highways by the States in 
which they are situated. In this fight no other issue 
should be taken up, nor any other question considered, 
which will in any way tend to create dissension in the 
ranks of the producers. There is ample time in which 
to prepare and present a single, plain issue at the gen- 
eral election in 1900. All questions as to Tariff, Money, 
and all other similar issues, should be continued for fu- 
ture action, for they are all of secondary importance to 
the railroad question. Before resorting to the forma- 
tion of a new party, the two great leading parties should 
be plainly informed of what is demanded of them in the 
way of railroad legislation. Should both parties fail to 
respond to the demands of the producers, there would 
in that case arise the necessity for the formation of a 
new party ; but it is almost certain that both the Dem- 
ocratic and Republican parties can be forced to make 
the proper control of inland transportation one of the 
principal planks in their platforms for 1900. In the 
meantime, much good work can have been done in the 
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State elections of 1899. Under State control or State 
ownership, the principal part of the legislation will have 
to be done by the State Legislature, bnt Federal legisla- 
tion will be necessary in order to provide for the Fed- 
eral control of railroad bookkeeping in all matters 
pertaining to interstate commerce, and the reports to 
be made by the corporations to the Interstate Com- 
merce Commission. 

Federal legislation should provide for full reports to 
be made by the Interstate Commerce Commission of 
all moneys earned and all expenses incurred by every 
road on interstate business. When freight is loaded on 
the cars at San Francisco, or Seattle, or any of the cen- 
tral points, for New York, it will necessarily pass 
through many States in reaching its destination. The 
Interstate Commerce Reports should show the amount 
of money earned on such freight in each State through 
which it passes, in order that such earnings may be 
considered by the State Kailroad Commission in fixing 
maximum rates in the State. The same rule should ap- 
ply to the through passenger traffic. 

If the ''platform" of either of the leading parties be 
satisfactory to the producers on the subject of transpor- 
tation, the next matter to be inquired into will be the 
record of the candidate who receives the nomination. 
The producers would be wasting their time and sacrific- 
ing their interests in supporting an employee or ex- 
employee of the railroads. If the candidate's record is a 
clear one, the next requirement should be that be fully 
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and plainly define the position he occnpies, and the pol- 
icy he will pursue on the railroad question if elected. 
Eegardless of the office he seeks, the candidate sliould 
be required to make this declaration in the most public 
manner possible. A candidate who travels on a rail- 
road pass does so at the expense of those who pay for 
their tickets, and places himself under obligation to the 
corporation that gives him the pass. Such a man coUld 
not be trusted to do justice between the roads and the 
people. No one need abandon his opinions on any of 
the other political questions of the day in making a 
fight against corporate injustice. If necessary, the 
candidates can be pledged to hold all other questions in 
abeyance until the railroad question is settled. 

Should there be any other legislation that is in any 
manner injurious to the interests of the producers, while 
the jailroad question is being settled, they can easily 
cause its repeal by acting together. It is probable thai 
Congressmen and Senators will look out for the inter- 
ests of their immediate constituents, and while working 
for the accomplishment of the principal purpose for 
which they were elected, see to it that the local interests 
of their people in other matters do not suffer by adverse 
legislation. 

In addition to the railroad question. Senators and 
Congressmen would no doubt represent the views of 
their constituents on such questions as finance, tariff, 
etc., etc., — just as they now do, and thus leave the com- 
plexion of Congress on those questions about the sam& 
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as it DOW is. Nothing need be sacrificed in making a 
united effort for the attainment of just laws on one sub- 
ject. All newly elected Senators and Congressmen be- 
ing pledged to work for and vote for laws that will give 
the producers relief, there would be no necessity for 
trading votes or compromising other interests, in get- 
ting proper railroad legislation. 

Great care should be taken to select candidates for 
Congress and the Legislature who are capable of draft- 
ing laws that will stand the technical tests to which 
they will be subjected by the State and Federal courts ; 
and if necessary, special counsel should be employed for 
the purpose of carefully examining all bills on railroad 
legislation before the same are passed upon by the State 
Legislature. Railroad attorneys and agents, not being 
able to defeat proper legislation concerning the roads, 
will attempt to get into the bills introduced such rq^ical 
measures in favor of the people as will render any laws 
enacted on that subject unconstitutional, and therefore 
null and void. Much care will be required in order to 
prevent a defeat of the producers by such means. 

The President nominates all the candidates for the 
position of Judge of the Supreme Court and of all 
other Federal courts. If the corporations can secure 
the appointment of the kind of Federal judges they 
want, all legislation. State and Federal, that does full 
justice between the producers and the railroads, will be 
declared unconstitutional, and for that reason the pro- 
ducers should be extremely careful in selecting the can- 
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didate who is to have their support for the ofBce of 
President of the United States. If he has ever been in 
any way connected with the corporations, trusts, com- 
bines, or Wall Street, he is not the man that the pro- 
ducers want for President. After the nomination is 
made by the President, it must be confirmed by the 
Senate before the nominee takes office, and therefore 
great care should "be exercised in selecting candidates 
for the United States Senate, who, besides being re- 
sponsible for the appointment of Federal judges, rail- 
road commissioners, etc., are also responsible for Fed- 
eral legislation if enacted with their consent or by their 
votes. The producers do not want a man for Senator 
who has ever had any connection with the corporations, 
trusts, or combines, or who could be unduly influenced 
by them. 

The candidate for the United States Senate having 
been selected, the producers should be careful to select 
honest, capable men for the State Legislature, who are 
free from corporate influence, and will work and vote 
for the producers' candidate for the United States Sen- 
ate, and for just State legislation concerning railroads. 
In selecting candidates for Congress, the producers 
should avoid all railroad and ex-railroad attorneys, and 
all others who are or have been in any way connected 
with corporations, or whose past renders their future 
actions doubtful. 

By selecting and supporting honest, competent can- 
didates for all the offices, the producers can secure aacU 



